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Mutual Insurance Helps Keep 
the Overhead from Becoming 
an Undertow 





It does it through providing protection and helpful 
service at just what that protection and service costs. 
It does not demand any additional premium to be 
later distributed as “profits” to stockholders, as mutual 
companies are owned by and operated for their policy- 
holders, to whom any profits are returned in the form 


of dividends. 


Mutual Insurance companies have a deeper and more 
direct interest in their policyholders than do those 
companies organized and operated solely for profit. 


The Michigan Mutual is the largest carrier of 


WORKMEN’S COMPENSATION INSURANCE 
IN MICHIGAN 
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LIABILITY 
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COMPANY 








Dividends 
and Ras - eetmmeaeoad More Than 
Dividend Paying ans Svcdbiicice $4,000,000.00 
District Offices (General Service) Branch Offices (Automobile Only) 
Grand Rapids Lansing Flint Port Huron Ionia 
Saginaw Kalamazoo Mt. Clemens Benton Harbor Pontiac 
Jackson Marquette Battle Creek Alpena Owosso 


Toledo, Ohio Fort Wayne, Ind. 
Home Offices—1209 Washington Boulevard at State Street—Detroit—Cherry 4800 
Industrial Hospital—2730 E. Jefferson Ave.—Detroit 
Workmen’s Compensation, Automobile, Group Health and Accident and 
Other Casualty Lines 
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The old fallacy that “all in- 
surance is the same” is not so 
generally accepted today by 
the buyers of insurance. There 
is a growing tendency among 
property owners to buy only 
the best. Mutual fire insurance 
welcomes this trend. 
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Western Millers Mutual Fire Insurance Co... . Kansas City, Mo. 
Ohio Millers Mutual Insurance Co........... Van Wert, Ohio 
Michigan Millers Mutual Fire Insurance Co... . . Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co... . . .Des Moines, Iowa 
Millers Mutual Fire Insurance Co............ Harrisburg, Pa. 
Millers Mutual Fire Insurance Co......... Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co... . Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association......... Alton, Iil. 
Grain Dealers National Mutual Fire Ins. Co. . . Indianapolis, Ind. 
Millers National Insurance Co................. Chicago, Ill. 

* 


The MILL MUTUALS are 


general fire insurance carriers. 


MUTUAL FIRE PREVENTION BUREAU 
230 East Ohio St. 23 Chicago, Ill. 


A service organization maintained by the 
Mill Mutuals 
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Associated Lumber Mutuals Are In Business 


for the Benefit of the Policyholders 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


mH 


Offices From the Atlantic to the Pacific 


- Gale & Stone, Boston Justin Peters, Philadelphia “ 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Insurance Agency, 
James S. Kemper, Mgr. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Insurance Agency, Indianapolis. 
The Martin General Agency, Seattle, Denver, San Francisco, 

Los Angeles, Vancouver, Portland, Spokane. 
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HON. SAM B. KING 


INSURANCE COMMISSIONER 
STATE OF SOUTH CAROLINA 


THRouGHOUT his long term as Commissioner Mr. King has directed the insurance depart- 
ment of South Carolina to the complete satisfaction of both policyholders and companies altke. 
As chairman of the Committee on Publicity and Conservation of the National Convention of In- 
surance Commissioners he has become a figure of national prominence. 
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About the Insurance World 


Brief Review of What Is In the Magazines and In the Mail 
Which Comes to the Editor’s Desk 


Forty Thousand ACCORDING 
Dollars a Day to an analysis 
recently released 


by the Connecticut Insurance Depart-. 


ment fires and accidents last year re- 
sulted in an average payment of $40,- 
000 per day by insurance companies. 
The actual loss was, of course, much 
greater since the Department records 
do not include losses where no in- 
surance was carried. . 

The daily toll of $40,000 includes 
$14,700 for automobile accidents and 
$13,000 for all other accidents, em- 
bracing those in and around the home, 
in factories, on construction jobs and 
in recreation, and $12,600 for fires. 
Although the individuals involved 
were reimbursed by the insurance 
payments, the economic loss is funda- 
mentally to the public. We are quot- 
ing two pertinent paragraphs: 

“It is rather surprising to find that 
street and highway accidents cost more 
than fires do, or more than all other 
forms of accidents’ combined cost, espe- 
cially when it is realized that Connecticut 
yields to no state when it comes to prog- 
ress in the control and conduct of auto- 
mobile traffic. 

“Connecticut’s fire loss record is one of 
which we cannot be proud. While it is 
better than that of most states, it still re- 
mains as bad commentary on our waste- 
fulness and carelessness. Fires destroy 
taxable values, throw many people out of 
work and endanger the lives of people.” 


Utopia in 
Golf Policies 


THE next time you 
see an ardent golfer 
wrap _ his_ niblick 


around a nearby tree after dubbing an 
approach shot, control your tears. If 
he follows that action by calmly 
breaking every club in his bag, for- 
bear extending sympathy until you 
learn whether or not he is insured 


under the new golfer’s policy recently 
placed on the market. Besides public 
liability, fire and theft insurance on 
the clubs and accident insurance on 
the golfer, it covers breakage during 
actual play on a_ recognized golf 
course. Whether or not an incident 
of the type related above would come 
under the terms of the policy is very 
doubtful but it would seem that the 
hazard is a well known one and that 
such coverage would be popular. 


Well, Let's Give A RECENT ap- 
Up the Trip plication for in- 

surance by two 
men planning a flight from New 
York to Ireland and return has re- 
vealed that such coverage is prac- 
tically impossible to secure. Although 
the men in question are both recog- 
nized flyers with a very fine record, 
investigation discloses that cover on 
planes during transoceanic flights is 
unobtainable on the American market 
and that Lloyds of London are also 
generally unwilling to assume the 
hazard. 


Too Many Wives WHEN Frank 
Spoil the Miller, a New 
Compensation Jersey window 


washer, tumbled 
from his place last February with 
fatal results to himself he created for 
the compensation bureau a problem 
which would have been worthy of 
Solomon. An award of $8,000 was 
made by the New Jersey Compensa- 
tion Bureau and six wives have called 
to claim the fund. All of the mar- 
riage licenses carried the same history 
of Frank Miller, and the Deputy 
Commissioner of the Compensation 





Bureau and New Jersey Manufac- 
turers Casualty Company of Trenton 
are pondering as to who is the real 
“Mrs. Miller.” 
The Navy Sets ADMIRAL RABY, 
An Example in charge of the 
Charleston, South 
Carolina Navy Yards has ordered 
compulsory liability insurance as a 
prerequisite to the operation of an 
automobile in the government re- 
serves. Motor vehicles will not be 
allowed to enter or leave the station 
without insignia issued by the com- 
manding officer, which will be issued 
only on evidence that the owner car- 
ries at least $1,000 public liability in- 
surance and is certified by the com- 
manding officer as a careful driver. 


UNDER 


Insuranshares Cor- 


poration Revises the lead- 
Holdings ership. of 
Julius H. 


Barnes, important changes have been 
matle in the portfolio of insurance se- 
curities held by Insuranshares Cor- 
poration of Delaware. 

The company has recently pur- 
chased the controlling interest in the 
Constitution “Indemnity Company, 
which will be part of the Lloyds 
Casualty Group in which Mr. Barnes 
and Frank Cohen are active figures. 
At the same time the investment com- 
pany has sold a large part of its hold- 
ings in the well established fire com- 
panies, such as the Phoenix, the 
Hartford, the Continental, and the 
Great American, where it could never 
hope to have any part in the control 
of the company. 

It is believed that future opera- 
tions of Insuranshares Corporation 
will be along the line of purchasing 
controlling interests in companies and 
assembling them in underwriting 
groups. Mr. Barnes, who was active 
in the Chamber of Commerce of the 
United States, was recently elected 
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chairman of the board of the Mis- 
souri State Life, and is a director in 
the Kentucky Home Life Insurance 
Company. It seems to be his inten- 
tion to form a great fleet of com- 
panies writing all classes of business. 
These Chinese THERE is a wide- 
Learn Quickly spread movement 

on foot among the 
Chinese in Shanghai to pass the cost 
of the unofficial war between the 
Chinese and the Japanese onto the 
Chinese Insurance Companies. A 
large number of valuable buildings 
were destroyed in the fighting and 
by the fires set by the participants. 
Very few of the policies issued by the 
local Chinese carriers carried a clear 
war risk clause, and suits will be 
based upon the contention that the 
losses resulted from causes not di- 
rectly due to armed hostilities, and 
hence the losses were covered by the 
policies. If it is found possible in the 
Chinese courts to support such claims, 
it will mean the bankruptcy of prac- 
tically all of the Chinese companies 
located near Shanghai. 


July Fire ACCORDING | to 
Losses Lower the monthly report 

of the National 
Board of Fire Underwriters fire 
losses amounted to $32,982,434 dur- 
ing July. This is a decrease of $42,- 
160 from the total for July 1931. 
Though the reduction is very slight it 
is encouraging, as each of the previ- 
ous four months have shown some 
increase over the corresponding 
month of last year. For the first 
seven months of this year the total 
amount of fire loss is still slightly 
more than that for either 1930 or 
1931. 


Assets of Ohio 
Fund Lower 


ACCORDING to 
a report by E. I. 
Evans, Actuary of 
the State Industrial Commission, the 
assets of the Ohio State Insurance 
Fund suffered a reduction of $5, 
335,784 in 1931. The statutory catas- 
trophe reserve was reduced from 
$2,346,899 to $1,883,563. 

The general surplus of the fund 
was reduced from $2,117,962 to 
$750,568 during 1931. This shrink- 
age in assets is pointed to as justify- 
ing the 17'4% increase recently 
assessed against employers. 

Mr. Evans reports that the payroll 
of the insured employers for 1931 
was reduced 19.2% from 1930 and 
that premiums collected were lower 
by 19.5%. It is stated that the fund 
is suffering an abnormally increased 
cost per claim for compensation to 
the injured employee and in medical 
cost to physicians, nurses and hos- 
pitals. 
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Wars Against Un- CHARLES C. 


licensed Carriers GREER, Su- 
perintendent of 
Insurance of the State of Alabama, 


has issued an emphatic warning to 
the citizens of that state against plac- 
ing insurance in unadmitted com- 
panies. Twelve companies have been 
reported to the department as solicit- 


ing insurance in the state without 
proper authority. The Superintend- 


ent’s statement follows in part: 

“Alabama citizens cannot afford to 
buy insurance from unauthorized 
companies for the following reasons: 

(1) They are not qualified. If you 
have a contract with one of them, 
have a claim, and the company dis- 
puted the claim, you would have to 
litigate in the state of domicile, Ala- 
bama courts having no jurisdiction. 
And the Federal courts will seldom 
have jurisdiction. 

“(2) There are hundreds of splen- 
did companies authorized to do busi- 
ness here, writing the same form of 
insurance these unauthorized com- 
panies write. The qualified com- 
panies are paying the state substantial 
privilege in license taxes for the pur- 
pose of being subject to the laws of 
this state. Citizens should therefore 
buy insurance from these authorized 
companies. 

“(3) If citizens buy insurance 
from unqualified fire insurance com- 
panies they are required by law to 
report this fact to the Superintend- 
ent of Insurance and pay 4% interest 
on the gross premium within thirty 
days from date of purchase. After 
thirty days they are required to pay 
8%. Moreover, if they have a fire 
loss, they must pay the adjuster one- 
half of one per cent of the amount 
representing the loss before the ad- 
juster is authorized to complete his 
report. 


“(4) Proper insurance protection is 
too important for citizens to take 
chances with unqualified companies, 
which are not subject to our laws. 
Please do not deal with unauthorized 
companies. 

(5) Agents representing unquali- 
fied companies are subject to criminal 
indictment.” 


Fire Plus Fidelity 


JUDGE GUS- 
Banned in Minn. 


TAVUS  LOE- 
VINGER of the 
Ramsey County District Court has 
upheld demurrers to an action 
brought to force the Minnesota Com- 
merce Commission to license the 
American Indemnity Company of 
Galveston, Texas. Judge Loevinger 
holds that Commissioner Garfield W. 
3rown properly refused a license to 
the indemnity company because it 


violates the state statutes and writes 
a forbidden combination of insur- 
ance—fire and fidelity. The decision 
is based upon the fact that the Minne- 
sota statutes prohibit domestic com- 
panies from being authorized to 
write certain combinations of insur- 
ance, including that of fire and 
fidelity. 


“A wrongful act, which, if committed 
by a domestic corporation would render 
it liable to a forfeiture of its corporate 
existence will render a foreign corpora- 
tion committing it liable to a forfeiture of 
its franchise to do business in the State 
whose laws it violated,” the Judge held. 


The American Indemnity Company 
formerly was licensed in Minnesota. 
In 1931 it absorbed the American 
Fire and Marine Insurance Com- 
pany and now continues to write fire 
and tornado business of that com- 
pany in Louisiana and Texas. It is 
admitted that the fire business is 
profitable and in no way involves un- 
due risk to the company’s assets. 


Also Inspect the WE believe that 
Fire Inspector the following ob- 

servation taken 
from the Industrial News Review, is 
worthy of wide attention in every 
company : 

“If you live in a comparatively small 
town—or a comparatively large one for 
that matter—take a look at your fire de- 
partment at regular intervals. See if its 
personnel is as efficient as it should be. 
See if apparatus is of standard quality, 
built solely for fire fighting, as opposed 
to apparatus assembled from various un- 
related pieces of machinery. When the 
fire department needs overhauling and im- 
proving, either in regard to personnel, 
equipment or other factors, do what you 
can to bring it about. 

“A first class fire department is one of 
a town’s best assets. It is as important as 
the local bank—and sometimes a good deal 
more helpful. Without it your life and 
property are in needless danger. If the 
fire department is improperly trained or if 
its apparatus is old or substandard, a 
small fire may become a conflagration al- 
most within the space of minutes. A town 
may save a few thousand dollars by buying 
cheap apparatus—and that saving may cost 
its citizens a million in the future. 

“Yes, keep your eye on the home town 
fire department. That will help keep it up 
to the highest possible standard of effi- 
ciency—and the time you give to it may 
pay you ten thousand per cent dividends 
when a fire starts.” 


Brokers Fight ‘“‘Comp”"” THE In- 
Commission Cut surance 
3rokers’ 


Association of New York is making 
a determined protest against the pro- 
posed reduction in the scale of com- 
missions now paid on that class of 
business. Their action has been of- 
ficially endorsed by the General 
s3rokers’ Association, the Brooklyn 
Insurance Brokers’ Association, the 
Brownsville and East New York In- 
surance Brokers’ Association and the 
Bronx Insurance Men’s Association. 
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.The Chicago and Illinois Brokers’ 


Associations are also outspoken in 
their opposition to the proposed cut 
in commissions on compensation risks 
with a premium of more than one 
thousand dollars annually. 
Medical Experience THE State 
in N. Carolina Industrial 
Commissioner 
of North Carolina has sent a notice 
to each of the seventy-five work- 
men’s compensation carriers doing 
business in the state asking them to 
refer to the commission for approval 
before payment, all medical, hospital, 
drug and nursing bills incurred in 
connection with the treatment of in- 
jured employees. This requirement 
becomes effective September Ist. 
Auto Speed Artists A TREND 
Pick Your State towards the 
liberalization 
of speed laws for motor vehicles in 
various states is shown in a survey 
of the Albert Russel Erskine Bureau 
for Street Traffic Research, reported 
in the latest issue of Facts AND 
l'iGURES OF THE AUTOMOBILE IN- 
DUSTRY just published by the Na- 
tional Automobile Chamber of Com- 
merce, 

Sixteen states have repealed their 
laws designating maximum _ speed 
limits and adopted regulations which 
specify only that vehicles shall be 
required to move at speeds which are 
“reasonable and proper.” Of these, 
two states, Missouri and’ Massachu- 
setts, have amended their laws so that 
speeds in excess of 25 and 30 miles 
per hour respectively are considered 
evidences of violation. 

North Dakota has the most liberal 
speed limit—50 miles per hour. There 
are thirteen states in which 45 miles 
per hour is the maximum speed al- 
lowed. Nine states are in the 40 
miles per hour limit class, and the 
balance, with the exceptions of Mis- 
sissippi, Utah and the District of 
Columbia, have limitations of 35 
miles per hour. The three states des- 
ignated have 30 mile per hour limita- 
tions. 

“Very Unusual” THE  (Cali- 
Fewer Automobile fornia High- 
Accidents in Calif. way Patrol of 

the Depart- 
ment of Motor Vehicles has released 
a tabulation of motor vehicle acci- 
dents occurring in May of this year, 
as compared with May of last year. 
Practically all major items showed a 
decrease as compared with May 1931. 
There were fewer accidents, fewer 
persons killed, fewer persons injured, 
fewer drivers and vehicles involved. 
The only exception was the number 
of pedestrians involved, which showed 
an increase. 
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There was a decrease of 107 acci- 
dents as compared with the same 
month in the previous year. 


The action of drivers involved in 
May accidents showed very little 
variation from normal. The most re- 
current cause of fatal accidents was 
excessive speed, followed by “drove 
off the roadway” and “violated right 
of way.” Non-fatal accidents were 
due primarily to violation of right of 
way followed by excessive speed and 
“drove off roadway.” The May tabu- 
lation shows that thirty-two drivers 
fell asleep at the wheel (three in fatal 
accidents), twelve were reported to 
have had physical defects (three in 
fatal accidents), two hundred and 
forty had been drinking (twenty-one 
in fatal accidents). 


A total of fifty-nine pedestrians 
died in May, twenty-five of whom 
were fatally injured while crossing 
the street not at the intersection, four 
others were killed by walking into the 
street from behind a parked car. 
Sixty children were injured while 
playing in the roadway out of the 
six hundred and forty-three pedes- 
trians hurt. 


Commissioner 
Davis Studies 
Credit Unions 
in Europe 


HON. HERBERT 
L. DAVIS, head of 
the Insurance De- 
partment, District 
of Columbia, left 
on August 17, for Europe for the 
purpose of investigating and report- 
ing upon the operations of Credit 
Unions in European cities. Congress, 
at the recent session, authorized the 
formation of Credit Unions in the 
District of Columbia. Under the di- 
rection of the Commissioners of the 
District, certain duties and powers 
have been conferred upon Mr. Davis, 
as Superintendent of Insurance, inci- 
dent to carrying out the directions of 
Congress pertaining to Credit Unions. 
They are primarily for the purpose 
of promoting thrift among their mem- 
bers and creating a source of credit 
for them for provident purposes. 


Sa <> 


Roy A. Wheeler 
Passes Away Suddenly 


HE insurance world was shocked 

by the sudden death of Roy A. 
Wheeler, Vice President, Liberty 
Mutual Insurance Company of Bos- 
ton, in New York on August 26. Mr. 
Wheeler had been in New York all 
week on business and on the 23rd 
had attended a meeting of the Gov- 
erning Committee of the National 
Council on Compensation Insurance. 
He had come to New York from his 
Summer home on the Cape in Massa- 
chusetts with his right hand bound 
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with surgical dressings because of an 
insect bite or a scratch which had be- 
come infected. The poison had 
spread rapidly throughout his sys- 
tem, which caused pneumonia to set 
in and although every possible medi- 
cal attention was given him, he 
passed away during the morning of 
his third day in the hospital. 

His passing is a distinct loss to 
the mutual casualty insurance busi- 
ness wherein he was most active, 
particularly in rating matters. He han- 
dled all of the committee assignments 
of the Liberty Mutual Insurance 
Company on the National Council 
and in connection with other state 
and regional rating bureaus and was 
one of the leaders in the affairs of 
the National Association of Mutual 
Casualty Companies and the National 
Association of Automotive Mutual 
Insurance Companies from whose 
councils he will be sadly missed. 

SO 
R. WHEELER was forty-two 
years of age. He is survived 
by his widow, the former Helen 
Heron, and two children, his mother, 
Mrs. E. J. Wheeler, and two sisters. 

Before his service in the War, 
where he served in the artillery 
branch of the United States Army, 
he was, for the period 1912 to 1917, 
connected with the Massachusetts 
Life Insurance Company, of Spring- 
field, Mass., his birthplace, with 
which company he became connected 
upon his graduation from Harvard 
University. Later he went to the 
Massachusetts Insurance Department 
as Assistant Actuary, to which De- 
partment he returned after the War 
as Actuary. His period of service 
with the Liberty Mutual began in 
1920 and he was made Vice Presi- 
dent of the Company four years 
later. He was a Fellow of the Cas- 
ualty Actuarial Society, of which or- 
ganization he was also Vice Presi- 
dent. He was an Associate of the 
Actuarial Society of America. 

Funeral services were held at his 
home in Belmont, Massachusetts, 
with interment at Springfield, 
Massachusetts. 


Oklahoma Says THE writing of 
No to Valued valued policies by 
Auto Policies reciprocal  ex- 

changes doing an 
automobile fire and theft business will 
be discontinued in Oklahoma pending 
a determination by the State Supreme 
Court of the legal right to issue such 
contracts. The State Insurance Board 
recently ruled that valued policies may 
not be written by any type of insurer 
under the present state laws. 
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Last Year’s Exhibit Won Admiration of All 


Plan Advertising Exhibit 


Second Advertising Conference to be Held In Connection 
with Columbus Convention 


HE very successful advertising 
Testivit arranged last year in con- 

junction with the annual meet- 
ings of the National Association of 
Mutual Insurance Companies and the 
Federation of Mutual Fire Insurance 
Companies will be repeated at the 
annual convention this year to be 
held at Columbus, Ohio, September 
26, 27, 28 and 29, at the Deshler- 
Wallick Hotel. A conference of ad- 
vertising managers of both fire and 
casualty companies will be held on 
the last two days of the national 
convention. 

To assist and advise in the prepara- 
tion of the exhibit and the confer- 
ence program, the presidents of the 
several mutual associations have 
joined in appointing a “General Com- 
mittee on Advertising Conference” 
consisting of the following: Repre- 
senting the National Association of 
Mutual Insurance Companies, Messrs. 
B. Rees Jones, Des Moines, Frank 
Bishop, Pawtucket, and J. A. Arnold 
of Boston; representing the Federa- 
tion of Mutual Fire Insurance Com- 
panies, J. J. Fitzgerald, Indianapolis, 
H. J. Pelstring, Philadelphia, and M. 
D. L. Rhodes, Seattle; representing 
the National Association of Mutual 
Casualty Companies, P. W. A. Fitz- 
simmons, Detroit, C. E. Hodges, Jr., 
3oston, H. G. Kemper, Chicago ; rep- 
resenting the National Association of 
Automotive Mutual Insurance Com- 
panies, J. L. Train, Utica, Carl N. 


Jacobs, Stevens 
Brookhart, Celina. 
sO 

HE very enlightening and com- 

plete program of last year, in 
which every phase of insurance ad- 
vertising came in for careful con- 
sideration by an acknowledged au- 
thority, has set a high standard which 
it is hoped to surpass. Although Mr. 
M. P. Luthy, Chairman of the Adver- 
tising Conference, has not as yet re- 
vealed the list of speakers and the 
subjects to be treated, expectations of 
those planning to attend are that the 
conferences will be practical, stimulat- 
ing and profitable. + 

A number of companies are plan- 
ning to enter complete exhibits in the 
advertising competition and the 
champions of 1931 will have a hard 
fight to retain the awards won against 
vigorous opposition in the last con- 
ference. The large number of classi- 
fications makes it possible for every 
company to enter its most effective 
piece of advertising matter, whether 
it specializes in direct mail, newspaper 
or magazine copy. 

Not only will the advertising men 
arrange for an interesting exhibit 
from which every insurance man can 
gain profitable knowledge, but they 
are also taking over the amusement 
and edification of the delegates to the 
convention on the night of September 
27th, the second of the four to be 
spent in Columbus. Prominent on the 
program will be a speaker of national 


Point, 


and E. J. 





reputation in the publication field and 
a number of other features are also 
being arranged. 
QOS 
OMPANIES submitting adver- 
tising material for the exhibit 
are requested to forward their mate- 
rial to the “Mutual Insurance Adver- 
tising Exhibit, Deshler-Wallick Hotel, 
Columbus, Ohio” to arrive not later 
than Friday, September 23rd. Mate- 
rial will be received under the follow- 
ing classifications : 
Section 1—National Association of Mu- 
tual Insurance Companies 
Class A—Newspaper Advertising 
Class B—Company Publications 
Class C—Novelty and Remembrance 
Advertising 
Class D—Direct Mail Advertising (cir- 
culars, broadsides, folders, letters, 
etc. 
Class E—Loss Prevention Educational 
Material 
Class F—Institutional Printed Material 
(Continued on Page 30) 


ADVERTISING AWARDS 


1931 
FOR THE BEST GENERAL 
EXHIBIT 

Federal Hardware and Implement 
Mutuals, Minneapolis, Minn. 

Honorable Mention: — Employers 
Mutual Indemnity Corporation, 
Wausau, Wisconsin. Northwestern 
Mutual Fire Association, Seattle, 
Washington. 

FOR BEST COMPANY 
PUBLICATION 

Federal Hardware and Implement 
Mutuals, Minneapolis, Minn. 
(Live Coals). 

Honorable Mention: — Hardware 
Mutual Casualty Company, Stev- 
ens Point, Wisconsin (Contact). 
American Mutual Liability Insur- 
ance Company, Boston, Massachu- 
setts. (American Mutual Maga- 
zine. ) 

FOR BEST PIECE OF DIRECT 
MAIL ADVERTISING 
American Mutual Liability Insur- 
ance Company, Boston, Massachu- 


setts. 
FOR BEST DIRECT MAIL 
LETTER 
Central Manufacturers’ Mutual In- 
surance Company, Van Wert, 


nio. 

Honorable Mention: — Millers Mu- 
tual Fire Insurance Association, 
Alton, Illinois. 

FOR BEST DIRECT MAIL PIECE 

AMONG FARM MUTUAL 
COMPANIES 

National Grange Mutual 
Company, Keene, N. H. 

Honorable Mention: — Lightning 
Rod Mutual Protection Associa- 
tion, Seville, Ohio. 

FOR BEST DIRECT MAIL LET- 
TER AMONG FARM MU- 
TUAL COMPANIES 
Rollingstone Mutual Farmers’ Fire 
Insurance Company, Rollingstone, 

Minnesota. 
FOR BEST FIRE PREVENTION 
EXHIBIT 

Associated Lumber Fire Mutuals. 

Honorable Mention: — Pioneer Re- 
serve Mutual Fire Insurance Com- 
pany, Detroit, Mich. 


Liability 
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Old Towers and Wide Lawns Make Picturesque the Grounds of Ohio State University. 


Mutuals Meet at Columbus 


Joint Convention of Federation of Mutual Insurance Companies and 
National Association of Mutual Insurance Companies Opens September 26 


VEN in the midst of August 
there comes along occasionally 
a night which has the faint suggestion 
of the rejuvenating pep of Autumn. 
When this occurs the thoughts of the 
mutual world naturally turn toward 
the big convention to be held this fall 
at Columbus, Ohio. The date, as pre- 
viously announced, was to be in the 
middle of October but because this 
conflicted as to time with the meeting 
of the National Convention of Insur- 
ance Commissioners it was thought 
best by the Executive Committee to 
hold the mutual gathering earlier. 
Thus the date for the big pow wow 
is the week of September 25th and 
the place will be the Deshler-Wallick 
Hotel in the capital city of Ohio. 
This location is a central one and 
should be quite as popular as other 
mid-west conventions which drew 
near to record crowds. Columbus is 
easy to get to from almost anywhere 
and the accommodations which have 
been arranged for compare with the 
very best that can be had in any city. 
It is a hospitable place interested in 
mutual insurance as evidenced by the 
presence of several companies within 
its precincts and by the thousands of 


mutual policyholders not only in the 
city itself but scattered widely 
throughout the surrounding territory. 
Ohio is a mutual state where much of 
the history, both early and late, of our 
type of protection has been made and 
is in the making. Their association 
recently had its fiftieth anniversary 
and mutual insurance may be said to 
have come in almost with the very 
charter of Ohio’s statehood. Men 
long prominent in the mutual field 
are sturdy citizens of Ohio and 
scarcely anywhere else in the United 
States has the mutual tradition been 
more carefully nurtured, 
OOD 

word should be said concerning 

the desirability of attending the 
mutual convention this year of all 
years. While the entertainment fea- 
tures which will be described later 
promise to match any within mutual 
memory in other cities, yet there will 
be a predominant spirit of serious 
discussion such as few conventions 
have ever known. 

Mutual insurance has come through 
the depression with a record which 
brings a thrill of pride to all of us 
and the story of its stability in the 


face of conditions which have meant 
disaster to many companies among 
other types of carriers is an inspira- 
tion which will go down in the annals 
of American business life as quite re- 
markable. 


One reason for this is the very evi- 
dent spirit of cooperation which has 
united for the best interests of the 
business of mutual insurance through- 
out the length and breadth of the 
United States. “The closely knit or- 
ganizations of county, state and na- 
tional scope have bound together a 
multitude of mutual men in a deter- 
mined effort to give the people of 
America the safest, soundest and most 
economical insurance coverage. 


While success has been general, yet 
there will be problems discussed at 
the convention which are essential to 
the management of the companies 
during the next year. The necessity 
for applying the best methods of 
solicitation, of underwriting, of ac- 
tuarial projections of technical mat- 
ters has never been more pressing 
than at the present time. Every sign 
points to forward steps being taken 
but a thorough consideration of many 
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At O’Shaughnessy Dam Is One of the Beauty Spots of Columbus. 


problems is of paramount importance 
and a mutual convention of the larg- 
est possible proportions is necessary 
for the completion of a program 
which will carry triumphantly 
through 1933. 


ee a 


HILE this looks as though 

there will be a great deal of 
work connected with the convention 
no one should get the idea that there 
will not be a great deal of pleasure 
connected with the meeting also. A 
full schedule of entertainment to 
round out the four big days is being 
planned and will be on a scale to give 
everybody a thrill no matter how 
many gatherings of the kind he may 
have attended in the past. 


As is usual, the golfers will lead 
out in the quest of surcease from busi- 
ness toil. They are putting on a tour- 
nament to be run off September 26th. 
This occasion scarcely needs to be 
advertised since it constitutes one of 
the most long standing and enjoyable 
events connected with mutual assem- 
blages and is not only a test of skill 
but a feast of good companionship 
from beginning to end. 


Not to be outdone by the men, the 
ladies auxiliary are getting ready for 
meetings in strictly feminine fashion 
and will shortly announce events of a 
social and entertainment nature from 
which mere men will be barred. Some 
of the auxiliary’s star performers are 
from Ohio and these, together with 
women from staunch mutual families 
throughout the United States who 
have consistently supported the ladies 
programs at many conventions will 
be on hand again this year to put qual- 
ity and enthusiasm into the proceed- 
ings. 


A visit to Columbus itself is no 
small pleasure. Within and 
close by the city are attractions which 
well might merit’ the conventioners’ 
time for a solid week or more. 
Those interested in transportation 
will not fail to make a visit to Port 
Columbus, one of the largest air ter- 
minals in the United States. Here 
huge tri-motor transports swoop from 
the skies so that passengers may 
transfer to waiting trains, while 
others stand ready to take off at 
scheduled time. The research worker 
in industry and all others interested 
in the scientific development of 
American manufacturing will be sure 
to inspect the Battelle Memorial In- 
stitute, a laboratory memorial to lo- 
cal pioneers in the steel industry 
which has done, and is doing, much 
important work in the fields of metal- 
lurgy and fuel. They should also 
visit the Orton Memorjal Laboratory 
which is dedicated to Ceramic re- 
search. Everyone will wish to see the 





grounds and buildings of the Ohio 
State University, one of the foremost 
educational institutions of the United 
States. Oye 


T should not be overlooked that 
much of this sightseeing will be 

done in “mass production” style, thus 
affording an opportunity for the men 
and women in attendance to make 
new friends and renew old acquaint- 
ances under the pleasant auspices of 
bus rides and other features arranged 
for promoting the camaraderie of the 
occasion, 

You can scheme to save quite a lit- 
tle on the transportation cost if when 
buying your ticket you ask the station 
agent for a certificate. Tell him that 
you are going to the joint mutual 
convention of the Federation and 
Association and credentials will be 
made out for you. Keep this paper 
securely for it will have to be vali- 
dated at the registration desk but will 
give you a large return for a small 
amount of trouble by entitling you to 
half fare on the return trip. 

It is requested that even if you are 
traveling only a little way that you 
ask for the certificate just the same 
since a certain number of applications 
are necessary to secure the reduced 
rate. Thus, even if you are so near 
to Columbus that the saving might be 
only a dollar or two you can be of 
assistance to your mutual associates 
from afar by helping swell the total 
of certificates to the required number. 

Headquarters of the convention 
will be at the Deshler-Wallick Hotel 
at Columbus and reservations may be 
made direct. Or if members of the 
Federation desire this detail taken 
care of for them this may be done by 
the American Mutual Alliance at 230 
North Michigan Avenue, Chicago. It 
is understood that the National Asso- 
ciation will give this service on appli- 
cation to the Secretary Harry P. 
Cooper at Indianapolis. 








Imposing Memorial Hall Should Be Visited by All Delegates. 











Here, in the Roman forum, men and 
women have made history for thousands 
of years. It has seen proud Regulus and 
Imperial Caesar. Its walls and temples have 
echoed to the triumphant cheers of the 
Roman legions and to the terrifying shouts 
of destroying barbarians. It was here, about 
the time when Pompey returned a con- 
queror from the East, that Life Insurance 
had its birth. 
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The Genesis of a Giant 


In Which the Early History of Life Insurance Proves that the Growth 
of An Acorn to An Oak Has Been Far Surpassed 


ACK ANDERSON is a sprightly 
J figure as he goes the rounds of 

his customers in factories, stores, 
cottage homes, offices and warehouses. 
But as he collects dimes, quarters and 
half dollars from Hans Dirigold, 
Henry Swanson and Joe Vincetti for 
their regular weekly premium on in- 
dustrial life insurance policies he does 
not impress the neighbors as anything 
more than just another minor incident 
of the day. Yet he is in reality a rep- 
resentative of a vast business prob- 
ably having more financial power than 
any other institution anywhere. When 
one sees this latter assertion in cold 
type the natural inference arises im- 
mediately that such a place of domi- 
nance must be held by some gigantic 
manufacturing industry or a bank, as, 
for example, the Chase National, 
which is the colossus of the American 
financial world having assets of $2,- 
697,328,855. But it is not generally 
known that the Chase must hold its 
hat modestly in hand when compared 
with the largest mutual life insurance 
company, which could buy out the 
bank to the last penny of deposits and 


By MARTIN CULLERTON 
This ts the first of a series of articles on 
the development of Life Insurance. 
still have a surplus of almost a billion 

dollars left. 

If, in a moment of charity and 
patriotism, the life insurance compa- 
nies of this country should decide to 
clear up the economic situation by 
paying the national debt they could do 
so with ease and have enough left to 
meet the running expenses of the 
government for a year without the 
public paying any taxes. The income 
of the life insurance companies was 
over $5,431,000,000 in 1931. The 
motor car industry is recognized as 
America’s largest enterprise, yet in 
1929, its greatest year, the value of 
its output was only $3,717,997,000, 
or one billion, seven hundred million 
dollars less than the life insurance 
companies took in during the twelve 
months at the bottom of the depres- 
sion. Let us examine the history of 
this tremendous business, which is 
now handling vast sums as trustee for 
nearly our entire population, and 
seems destined to become a dominant 


factor in our economic structure, if 
it indeed is not so already. 

Life insurance is primarily con- 
cerned with replacing, to a limited ex- 
tent, at least, the loss suffered by a 
family through the death of one of 
its members. It provides, in the event 
of unexpected death, an immediate 
estate from which expenses and debts 
can be paid, and on which dependents 
can rely for support. The modern 
development, in which a definite 
amount is paid each year, which in 
view of a carefully worked out mor- 
tality table can be expected to provide 
the benefit promised when the contract 
matures, has a background of less 
than two centuries. Before that time, 
however, more primitive efforts had 
been made to provide for the care of 
dependents and for.the proper burial 
of the far sighted individual who 
wished to guard against early or un- 
expected death. It is with those earli- 
est developments, before the coming 
of the legal reserve companies based 
on the mortality tables and compound 
interest, that this article concerns 
itself. 
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Even granting the necessary actu- 
arial knowledge and available statis- 
tics on births and deaths (both of 
which were missing before 1750) life 
insurance on a level premium plan 
would have still been impossible in 
medieval or ancient times because of 
the following factors: 

1. There was a wide fluctuation 
in the death rate, due to frequent 
plagues and lack of medical knowl- 
edge. Such fluctuations made the 
preparation of an authentic mor- 
tality table almost impossible and 
rendered the use of any table pre- 
pared very hazardous for both 
company and _ policyholder. 

2. There was not, either before 
or after the era of Rome, a system 
of currency which was broad 
enough or stable enough to build a 
life insurance structure. 

3. The prohibition of interest as 
usury by both Church and State 
and the lack of suitable investments 
for company funds would have 
made impossible the productive use 
of funds collected and held as 
reserves, 


— A 
y y 


The Dim Past 
LTHOUGH life insurance was 
impossible, for the reasons given, 

men were attempting to solve by 
simpler means the problem of pro- 
viding a means of support for their 
dependents after death and a decent 
burial for themselves thousands of 
years ago. The very close family 
and tribal organization of most early 
civilizations, together with a simpler 
economic system, gave the individual 
some assurance that his wife and 
children would be cared for after his 
death. Yet there were in early Rome 
many foreigners, slaves and freedmen 
who were outside the “gens” or clan 
of the Romans and dependent solely 
upon themselves. They banded _ to- 
gether in what were known as col- 
legia tenuiorum, organizations which 
were primarily religious and _ social, 
but which also made a point of pro- 
viding proper burial, with appropriate 
rites, for all members. With the 
passing of time the insurance aspect 
became more prominent and several 
“colleges” were organized exclusively 
for the purpose of providing for 
burial. Monthly assessments were 
collected from each member. A mem- 
ber’s rights and privileges were for- 
feited if his monthly assessments 
were unpaid for a specified time, or 
if he were a suicide. 

The character of such organizations 
is clearly revealed in the statutes of 
the D. & A. Roman College Guild, as 
reported in an address delivered by 
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J. C. Kidd, Insurance Commissioner 
of Indiana. 

“May our enterprise prove to the good 
and well-being of the Emperor and _ his 
family, of ourselves and our families, and 
of the college we are founding; and may 
we apply a salutary activity to bring to- 
gether the sums needful for the provision 
of a fitting burial for our dead. The means 
thereto are that the payments be made 
regularly, so that our association may have 
a long life.” 

There was, within the Roman 
Army, another type of insurance or- 
ganization which was more ambitious 
in its scope. It not only provided for 
the burial of its members but also paid 
them stated sums in the event of pro- 
motion or transfer from one post to 
another. The hardened veterans who, 
under Caesar, had smashed the foes 
of Rome thus attempted to protect 
themselves against dangers which 
could not be overcome by sword and 
shield. These organizations, like those 
of the civilians, also had a social and 
religious purpose, much as many of 
our fraternal orders today. 

As the fabric of the Roman Empire 
crumbled beneath the steady pounding 
of barbaric invaders, the insurance 
structure went with it into oblivion. 
As the civilization that emerged out 
of Europe was built on the founda- 
tions laid by Rome, so also insurance 
reappears in the medieval ages on a 
plan that reminds us of Roman meth- 
ods. The guilds of England and Con- 
tinental Europe had the same religious 
and social significance, and the same 
general idea of providing for proper 
burial, together with making some 
provision for dependents. Other types 
of protection were contemplated as 
well. In England the Saxon guilds 
were used to gather funds needed to 
pay fines levied by the Normans, Mr. 
Ansell says of them: 

“The guilds or social corpora- 
tions of the Anglo-Saxons seem, on 
the whole to have been friendly as- 
sociations, made for mutual aid and 
contribution, to meet the pecuniary 
exigencies which were perpetually 
arising.” 

Their status as general protector 
against calamities of all kinds is well 
illustrated by the rules of St. Cather- 
ine’s guild, which read as follows: 

“Tf a member suffers from fire, water, 
robbery or other calamity, the guild is to 
lend him a sum of money without interest. 

“Tf sick or infirm through old age, he is 
to be supported by his guild according to 
his condition. 

“Tf a member falls into bad courses, he 
is first to be admonished and, if found to 
be incorrigible, he is to be expelled. 

“Those who die poor and cannot afford 
themselves burial are to be buried at the 
charge of the guild.” 

Another concrete example of the 
broad scope of the guilds is found in 





the rules of the Guild of the Blessed 
Mary, Chesterfield, Derbyshire, 
which state that help shall be given 
in the case of loss by fire, murrain, 
robbery, or any other mishap, it being 
conditional “that such loss come not 
through his own lust, or gluttony or 
dice play or other folly.” In order to 
provide funds a levy of two shillings 
per member was made. 

These provisions of the English 
guilds were very similar to the regula- 
tions of similar organizations 
throughout Europe. Under the rules 
of a Danish Firth Guild of the 12th 
Century for example, a levy was made 
for the relief of a member whose 
goods were stolen, or destroyed by 
fire, or lost in shipwreck. If a mem- 
ber was unfortunate enough to be- 
come totally disabled through acci- 
dental mutilation his fellow members 
made provision for him. His fellow 
members accompanied the corpse to 
the grave on his death and provided 
mass for the welfare of his soul. 

The protection provided by the 
guild system lasted as long as the 
guilds themselves. In England the 
guilds were destroyed by Henry VIII 
and, in order to replace their insur- 
ance benefits, numerous small mutual 
aid societies came into existence. 
Their chief purpose was to provide 
decent burial for their members. One 
of the earliest, dating from 1560, was 
the Incorporation of Carters. 


Fraternal insurance continued to 
hold popular favor for years after the 
abolition of the guilds. In 1793 the 
first regulative Act was passed by 
Parliament, known as the Rose Act, 
for the protection and encouragement 
of Friendly Societies in the United 
Kingdom. 

sO 


History of Annuities 


HE present swing toward annu 

ities on the part of the insurance 
buying public makes their history of 
interest. Life insurance salesmen are 
hailing this type of investment as 
new and almost revolutionary, yet it 
has a more honorable and disting- 
uished record than life insurance. 
The Romans were quite familiar with 
the use of annuities. The first mor- 
tality table of which we have any rec- 
ord was composed by Ulpian, a very 
well known Roman jurist, about 220 
A.D. to provide the Roman courts 
with an exact method of determining 
the value of an annuity. It was not 
exact, in the light of modern knowl- 
edge, yet it was a long step in the right 
direction and was recognized for cen- 
turies as the standard to be followed 
in determining the value of an annuity 
at a named age. 











Throughout the Middle Ages the 
Church exempted annuities from the 
general prohibition against interest. 
The return was considered as rent for 
the use of the money. The further 
fact that the principal was not to be 
repaid also helped, in all probability, 
to secure them full consideration. In- 
deed, we have a record of a suit 
brought by an Abbot against an Arch- 
bishop to cancel an annuity upon the 
grounds that it was usurious which 
was decided in favor of the Arch- 
bishop. The case came up in 1323 
after the annuity had been in force 
for nineteen years. Since the yearly 
income was the one-sixth of the prin- 
cipal sum, the Abbot may be pardoned 
for attempting to secure his release 
but the courts upheld the annuity, de- 
spite the drain it placed on the Abbey. 

In the absence of other safe forms 
of investment, annuities were very 
popular during the Middle Ages. 
Many variations were evolved. Some- 
times it was extended to the duration 
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of two lives, such as husband and 
wife, brother and sister or even to a 
number of brothers and sisters. 

The first annuities were purchased 
from a religious order or from a pri- 
vate individual who specialized in 
that branch of finance. Sad to relate, 
many of the early practitioners of this 
type of insurance investment were un- 
mitigated scoundrels, whose records 
were of the blackest. With the devel- 
opment of a more centralized govern- 
ment, as always hungry for new rev- 
enue, the issuance of annuities was 
taken over by the state in both Eng- 
land and France. Due to the lack of 
accurate mortality data the rates 
charged were only estimates and in 
general they were inadequate, with 
the result that annuities were usually 
a good bargain. A real milestone in 
actuarial science was the publishing of 
“Observations on Life Annuities” by 
John De Witt, Grand Pensionary of 
Holland and one of the foremost 


statesmen of the early 18th century. 
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His treatise established the superior 
importance of strict conformity to the 
law of mortality in the calculations 
of premiums for insurance and the 
required consideration, in life insur- 
ance finance, of the principles of com- 
pound interest. 
DOD 
The Tontine Craze 

MOST successful idea for the 

promotion of national gambling 
(far outshining any development of 
the last speculative era in individual 
brilliancy) was an outgrowth of the 
annuity idea. It originated in the 
mind of Lorenzo Tonti, a Nea- 
politan physician who lived and 
worked in Paris. The appeal of the 
plan lay in its simplicity. Each par- 
ticipant contributed a certain amount 
to the state and was granted an an- 
nuity, the amount of which varied 
according to the age of the entrant. 
As each member died, the interest or 
annuity that he or she had been re- 
ceiving was distributed among the 
surviving members, so that as the 
years passed by, the final survivors 
found themselves receiving enormous 
sums, year by year, in return for a 
trifling contribution at entry. Thus 
Walford records the case of a widow 
who, at the period of her death aged 
96, was in receipt of an income of 
73,500 livres for her original sub- 
scription of 300 livres. The interest 
of the French government in promot- 
ing this first Tontine becomes appar- 
ent when we learn that the subscribers 
only received the interest on the fund 
subscribed, and that with the death of 
the final annuitant the whole of the 
money went to the exchequer. The 
subscribers had the thrill of a tre- 
mendous possible profit. 

The various Tontines of the suc- 
ceeding years enjoyed an immense 
popularity. The first one in France 
was in 1689. Three years later in 
1692 a state Tontine was started ir 
England. Groups of private persons 
organized Tontines of their own. It 
was not necessary that the purchaser 
enroll his own life but instead he 
might nominate as a substitute some- 
one in whose longevity he had confi- 
dence. Tender care was then bestowed 


A Page from the 
Minutes of an Early 
Insurance Company 
Meeting, Held in 


1701. 
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upon the nominee by those interested 
in the Tontine and we learn of nomi- 
nees who died at the ripe age of 106 
and 122 years. Tontines are now out 
of favor as contrary to public policy. 


ora 


Private Life Insurance 


WwW" have traced the development 
of fraternal insurance through 
the friendly societies of England 
and the guilds of the Middle Ages 
to the Roman burial societies. We 
lave glanced at the development 
f annuities, which have remained 
the same in principle through the 
ages, although modified in detail by 
constantly growing actuarial knowl- 
edge and the speculative flurry of the 
Tontine period. Let us now consider 
the genesis and growth of the third 
element in modern life insurance, a 
contract in which the payment of a 
fixed sum on death is promised in 
consideration of an amount now re- 
ceived. Trenerry, whose work on the 
early history of insurance is most 
complete, would give the Romans 
credit for pioneering in this field as 
well. He bases his contention on con- 
tracts, recognized under the Roman 
law, under which a sum of money 
was to be paid at the death of the 
party contracting. A man, for exam- 
ple, could stipulate for “money to be 
paid to my daughter after my death” 
or for “money to be paid to me after 
the death of my daughter.” A price 
or premium must have been paid or 
was payable, by the person who was 
going to benefit by the action of the 
other party to the agreement, and the 
benefit did not mature until death.’ 
Such a contract was in its essentials 
life insurance. 


Private life insurance also appears 
at an early period in the Middle Ages. 
Thus, before and after the Crusades 
pilgrims who were making the very 
hazardous journey to the Holy Land 
or to a distant shrine, were in great 
danger of being captured and held for 
ransom by pagans or by some hostile 
Christian. A contract of insurance 
was therefore made before starting, 
by which, in consideration of a cer- 
tain payment, the assurer agreed to 
ransom the traveler, and thus the pil- 
grim faced his journey as secure from 
a long captivity as money could make 
him. 

Another very early development of 
private life insurance was in connec- 
tion with seafaring men. The Italian 
merchants had developed coverage on 
ships and cargoes long before other 
forms of insurance were out of the 
embryo stage. It became the practise 


1Trenerry, C. F.; ‘‘The Origin and Early History 
of Insurance,’’ Chapter XX, P. 223. London, 1926, 
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to include protection for the master 
for the voyage as well, the amount 
stated as indemnity to be paid to his 
heirs. The underwriters at Lloyds 
began writing such private insurance 
soon after organization, but they 
never developed it beyond providing 
short term coverage at high rates. 


One of the best evidences we have 
that life insurance on the wager con- 
tract basis was extremely popular 
during the late Middle Ages is that 
there was a wave of legislation 
against such insurance during the six- 
teenth century. The ordinances of 
Holland in 1574, the statute of Genes 
in 1588, the ordinances of Amsterdam 
of 1598 that of Middlebury in 1600, 
of Rotterdam in 1604, of Colbert, 
minister of France, in 1681 and the 
Swiss code of 1666 all prohibited or 
regulated life insurance. Trenerry 
attributes this sudden opposition to 
private life insurance to the influence 
of the Church. It seems to have been 
due to the growing use of life insur- 
ance as a means of gambling, an evil 
that attained grave proportions in 
England at a later date. 


The first life insurance contract in 
England of which there is any record 
was made June 18, 1583, in favor of 
Richard Martin, citizen and alderman 
of London. It was practically a wager 
on the life of one William Gybbons, 
with thirteen merchants agreeing to 
pay Martin about £400 if Gybbons 
died within twelve months. The pre- 
mium was £30. This contract was 
probably typical of the early private 
agreements, made without benefit of 
a mortality table on a purely specula- 
tive basis. 


There is abundant evidence that 
such arrangements were well known 
and often used before the develop- 
ment of life insurance ¢ompanies. In 
1622 Gerard de Malynes, merchant in 
London, in his famous work “Vel lex 
Mercatoria,’ or the “Antient Law 
Merchant” speaks of “the Office of 
Assurances, and the antient custom of 
the same.”’ Some years later, in 1693, 
W. Leybourne published his “Panari- 
thmologia” in which he writes “other 
insurances are made upon the lives of 
men and women, at a rate that is mod- 
erate.” Interesting also is the first 
court decision on the terms of a life 
insurance policy, which set up the 
precedent since generally followed, 
that all ambiguities should be con- 
strued against the insurer. A policy 
had been issued on the life of Sir 
Robert Howard, for one year from 
the third of September, 1697. Sir 
Robert died on the same day in the 
following year and the underwriter 
refused to pay on the ground that the 





policy had expired. Lord Holt, one 
of the most famous of the early 
Chancellors, ruled that “from the day 
of the date” excluded the day itself 
and that the underwriter was liable. 
This is the first positive legal record 
of life insurance. 


Ooa 
The Bubble Era 


UDDENLY the tempo changed 

and the closing years of the 
Seventeenth century and the early 
decades of the Eighteenth were full 
of excitement and enterprise. The 
great fire that swept London in 1666 
had apparently burned out the plague. 
It resulted in a cleaner and more 
healthful city, and led indirectly to 
the birth of fire insurance. The suc- 
cess of such early organizations as the 
Fire Office, the Friendly Society and 
the Sun gave some confidence to the 
public. At the same time Halley, the 
Royal Astronomer, had prepared a 
mortality table based on the births 
and deaths at Breslau in Silesia which 
gave an approximate idea of life ex- 
pectancy at any age. Curiously 
enough the first life insurance organi- 
zation founded after this table was 
prepared totally ignored it as a basis 
for rates. Companies now came quick 
and fast. The Mercers Company of 
London, attempted to carry out in 
1698 a scheme devised by a Mr. Ashe- 
ton for providing life annuities to the 
nominees of the assurers. This was 
approximately the first attempt to 
provide a steady income for widows 
and children through an insurance 
organization. Due to an utter ab- 
sence of actuarial knowledge in mak- 
ing rates the company ran into diffi- 
culties, and had to petition the gov- 
ernment for help. It received permis- 
sion to hold a lottery, from which 
enough was realized to clear up out- 
standing obligations. In 1699 there 
was begun in London the “First So- 
ciety for the Assurance of Widows 
and Orphans,” which was followed in 
1700 by the “Second Society.” The 
faulty rate basis and lack of reserves 
made the ultimate success of these 
companies impossible but each, during 
its early years, did a large amount of 
business. 


The first successful mutual con- 
tribution life office established in Lon- 
don was the “Amicable Society for a 
Perpetual Assurance.” The original 
subscribers were men of influence, in- 
cluding the Lord Bishop of Oxford, 
and a charter was obtained from 
Queen Anne. It authorized the com- 
mencement of business as from 
March 25, 1706, and mutual life in- 
surance was really established. 


(Continued on Page 28) 
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An Unexpected Explosion Will Often Leave Windows Shattered. 


Plate Glass Insurance 


Intricate Rating Basis Due to Complex Loss Factors 


By PROF. C. A. KULP 
Wharton School of Finance and Commerce, 


University of Pennsylvania 


The Second and Last Installment of a Com- 
prehensive Article on This Coverage Which 
Began in Our July Issue. 

N 1929 the companies simplified 

not only the plate glass policy but 
also the system of rating risks. One 
of the paradoxes of insurance up to 
that time had been the coexistence in 
the plate glass line of a policy refresh- 
ingly simple and a rating manual 
archaically complex. There was a 
rate and a rule for practically every 
kind of glass, location and use. Indeed 
the entire rate-making situation was 
a peculiar one, paralleled today in one 
other line only, in the twilight land of 
corporate bonding. Faced during the 
war by a chaotic plate glass market, 
individual company rate-making and 
bitter rate-cutting, the companies wel- 
comed the offer of William F. Moore 
to codify their experience and make 
their rates. For years Mr. Moore’s 
3ureau was the only association for 
plate glass rate-making licensed in 
the state of New York. The benefits 
to the companies from this pioneer 
effort would not be easy to exagger- 
ate, although the Moore Bureau no 
longer operates, but until recently the 
rate manual continued to bear the 
scars of the experimental period. The 
manual in use today is a great deal 
easier to understand and to justify. 

Even today the rate-maker makes 
no pretence that his rates are actuari- 


ally accurate as between classes of 
risk, except by territory. The plate 
glass risk shares with other property 
(as distinguished from liability) in- 
surances certain characteristics which 
discourage, if they do not make im- 
possible, highly precise cost alloca- 
tion between risks differing in re- 
spects other than location. A deter- 
mined minority is at work in the 
casualty insurance business which be- 
lieves that a great deal of improve- 
ment is practically possible. Steps 
such as the manual revision in 1929 
are in the right direction. 


Determining the Plate Glass Insur- 
ance Premium, There are 4 major 
considerations that determine the final 
plate glass insurance premium. They 
are: 


. Class of risk. 
. Kind of plate. 
Position of plate in the building. 


. Location of the building, or ter- 
ritory. 


whrdo = 


ae 


The first, second and fourth apply to 
all risks, the third depending on the 
kind of glass. The beginning of the 
plate glass premium is a series of rate 
tables showing for every size of glass 
a basing price or rate. Like the list 
prices for plate glass itself, on which 
it is based, this rate has really nothing 
to do with determining actual insur- 
ance cost. It serves only as a start- 
ing point against which to apply fac- 
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tors representing and charging for the 
premium determinants we have given. 
General changes in premium levels 
are corrected from time to time by 
revision of these correction factors. 
The price in the table represents the 
basic premium for a standard plate of 
a given size. The following are the 
characteristics of the standard plate 
(though they are not described in so 
many words in the manual), and in- 
dividual variations from standard are 
corrected by appropriate factors. 


(1) Class of Risk. The plate is 
set in a mercantile building. This 
class includes practically all insured 
risks, and comprises all but those 
separately defined as special and auto- 
mobile. 

Special risks are such as apart- 
ments, dwellings, hospitals, museums 
and churches, and are rated exactly 
as mercantile risks except that they 
receive a discount of 50 or 75 per 
cent on the mercantile rate. Automo- 
bile glass is separately rated, and may 
be insured either in a separate policy, 
in a plate glass policy on buildings, or 
by an endorsement to automobile pub- 
lic liability, property damage, or colli- 
sion insurance. 

(2) Kind of Plate. The plate is 
plain plate (or its equivalent as listed 
in the manual), set in wooden or 
metal frames. Here the new manual 
shows the greatest advantages of sim- 
plification. Mirrors, fancy sheet and 
much other glass are now rated ex- 
actly as plain plate. This so-called 
Class A glass makes up 75 per cent 
of all plate glass insured. 

Glass varying from this standard, 
such as bent glass or glass clamped 
instead of set in frames, is rated by 
applying multipliers to the plain plate 
rate, 

For those classes of glass difficult 
or impossible to replace, the kind of 
plate influences premium only indi- 
rectly. These are insured at a definite 
value and the-premium rate is ex- 
pressed as a percentage of that value. 
To illustrate, art glass takes a 25 per 
cent rate; glass signs 15 to 25 per 
cent, depending on position in the 
building. 

(3) Position of Plate. The plate 
is set on the building’s exterior, either 
on the grade floor or in the basement. 


Modifiers are applied if the plates 
are exterior but not at grade or base- 
ment levels, or if they fall in any of 
three other position-classes. Display 
and show cases take a much higher 
premium than standard exterior plate ; 
arcade, corridor and lobby glass one- 
half the standard. So-called “inter- 
ior” glass is the cheapest of all, only 
one-quarter the standard. 

(Continued on Page 22) 
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Watchman, What of the Night? 


INCE the crash of our stock market Temple to Pros- 

perity in 1929 when it was revealed that the God- 

dess herself had disappeared, the intervening years 
have been as instructive as they have been hectic. They 
have taught us that what goes up has an unpleasant way 
of coming down despite the fireworks at the zenith of 
its career; that security prices are particularly prone to 
come to earth like a dead rocket; that the value of any- 
thing is what you can get for it in a buyer’s market ; and 
that economics is a subject concerning which very few 
people, including the bankers and professors, can pose 
as inspired prophets. The distintegration of the much 
heralded mass production Utopia leaves us in doubt as 
to whether thrift is a virtue or a vice. The spectacle of 
a country which is so rich in raw materials and finished 
products that thousands of men and women face starva- 
tion has wise men walking in circles and talking to 
themselves. 








In certain types of insurance, as in many another 
branch of industry and commerce, the days have been 
filled with sadness and the nights have been filled with 
woe. For three years the premium volume has declined, 
and worse yet, for three years when executives mounted 
the watch towers of finance, they have seen their cohorts 
in the form of invested assets steadily melt away. 

One of the choicest innuendoes of the stock insurance 
agent in the ante-depression period was that mutual in- 
surance might be all right in prosperous times when 
things were progressing smoothly but that, if hard times 
ever came, the mutual companies would fold up their 
tents and disappear. However not even Edson S. Lott 
could have asked for a more severe test than that fur- 
nished by 1929, 1930, 1931 and the first half of 1932; 
yet the mutual companies, although nursing wounds, 
have come through the fray decidedly better than their 
stock company brethren. To establish that this is not 
an idle statement let us consider the record of the first 
six months of 1932 when the steady pressure of the de- 
pression period might have been expected to produce its 


worst results. 
MO MMe, 


E are printing elsewhere a list of 29 stock com- 
panies that have given up the fight, most of them 
through reinsurance or merger. It should be noted that 
among these companies are such well known and appar- 
ently strong institutions as the New Jersey Fidelity & 


Plate Glass Insurance Company, the Southern Surety 
Company of New York, the Pilot Fire Insurance Com- 
pany and the Transportation Indemnity Company of 
New York. In two of these cases, that of the Southern 
Surety Company of New York and the New Jersey 
Fidelity & Plate Glass Insurance Company, it seems 
certain that heavy losses will be sustained by claimants 
who depended upon these million dollar stock companies 
to protect them properly. 


A similar survey of the mutual retirements for the 
first six months of 1932, also printed elsewhere, shows 
only eighteen companies on the list and not one of them 
is nationally known, 


On December 31st, 1931 there were 562 stock fire and 
casualty companies operating in the United States. In 
the first six months of this year twenty-nine have re- 
tired, a retirement percentage of only 5.1 per cent. Be- 
fore tossing roses to the stock executives on this com- 
mendable achievement it would be well to consider that 
on December 31st, 1931 there were 2520 mutual com- 
panies doing business in this country and that in the 
first six months of 1932 there have been only eighteen 
recorded retirements among them. The percentage of 
mutual companies which have retired during this in- 
terval is therefore only 7/10 of 1 per cent which, when 
one considers the stormy nature of that period, seems to 
be something of an economic miracle. It should be 
enough to dispell once and for all any fantastic notion 
in the minds of the stock agents, or the public, that mu- 
tual insurance is unstable, or unable to exist when gen- 
eral business is bad. 


So much for the retirement situation. What may a 
watchman in the tower see as to the condition of the 
companies of these two types which have survived thus 
far. We are printing below, tables prepared by the In- 
surance Field showing the recent capital changes of fire 
companies and of casualty companies. On glancing at 
these figures, which show that more than $150,000,000 
has been transferred from capital to surplus during the 
past eighteen months by sixty-eight companies, there are 
two questions which will immediately come to the mind 
of any inquiring student. The first is “Why was this 
step necessary?’ and the second, “What effect did the 
change have on the position of the company?” The an- 
swers to each of these questions would be material for 
distinct editorials but from necessity we condense them 
intb a few paragraphs. 

QOD 

HE stock fire insurance companies have done the 

only businesslike thing they could do to meet an 
acute problem. They have seen the necessity to transfer 
funds from capital to surplus in order to compensate for 
the tremendous investment losses which they have re- 
cently suffered. The underwriting results of the last 
few years have not been unfavorable but the amount 
of profit earned apparently has been far too small to 
compensate for the losses sustained on semi-speculative 
portfolios. The stock casualty companies have, on the 
whole, better investments than the fire insurance com- 
panies but they have sustained very heavy underwriting 
losses during the past two years. For example, the Na- 
tional Bureau of Casualty & Surety Underwriters re- 
ports that the companies entered in New York showed, 
during 1931, an underwriting loss of $56,294,180. This 
coupled with the losses sustained on securities has made 
the position of many stock casualty companies very 
weak. Some step to bolster up the balance sheet was 
therefore imperative for many carriers. 


(Continued on page 18) 
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Life-Lights Against a Business Background 
The Stockholders in U.S. A. Inc. Meet. 


HE Smoking Car Discussion 

Club was in session when I 

boarded my train for the hour’s 
run that carries me from a week-end 
resort to the scene of the daily grind. 
I took a vacant seat on the periphery, 
but within earshot, and lit a medita- 
tive pipe. I can talk when it is neces- 
sary. It was not necessary on this 
particular Monday morning. No 
contribution was required from me to 
keep up the flow of conversation, in 
which all shades of opinion seemed to 
be represented. These fellow-citizens 
of mine were representatives of the 
stockholders in U. S. A. Incorporated, 
and they were giving the business of 
that old and reputable firm a generous 
overhauling, with special considera- 
tion for some of its administrators 
and would-be administrators. 


In nine or ten weeks there would be 
an annual meeting of stockholders 
and the election of officers for ensuing 
terms. That fact gave point to the 
discussion. 


“God help the country if we don’t 
get a better Congress,” said Simon 
Hartwell, who advertizes mattresses 
that make insomnia a pleasure. “If 
ever we had an aggregation of mud- 
dling incompetents it is that: bunch of 
alleged statesmen which kept the na- 
tion suffering from chills and fever 
while it played politics under the 
Capitol dome. Not a thought for any- 
thing but personal and party advan- 
tage—and I am not specifying any 
particular party. If Congress would 
stay adjourned for the next ten years 
the country would have a chance to 
get on its feet again.” 


Sor} 


we ibs like to bet ten grand you 
would be one of the first to be 
asking for a special session,” drawled 
Gaylord Snelling, who has consider- 
able reputation as a legal authority 
learned in the constitution. He once 
carried a case to the Supreme Court 
and won it. “You manufacturers 
would get together, think out some 
scheme that needed a law to sanction 
it, and clamor for Congress. What 
would your lobby do if there were no 
more sessions for ten years? Go on 
the unemployment relief list ?” 


The group laughed. Snelling, hav- 
ing obtained the floor and gained at- 
tention, continued :— 


“IT wonder if you fellows stop to 
think what this continuous abuse of 
Congress may lead to if it is not 


By S. J. DUNCAN-CLARK 


checked. Have you ever considered 
that when men of influence and pre- 
sumed intelligence, and newspapers 
serving the multitude, picture Con- 
gress as a body of self-seeking and 
perpetually blundering nincompoops 
that they are undermining our system 
of government? After all if this 
country is to remain a democracy 
with a republican form of govern- 
ment it must have a congress and it 
must have faith in that institution as 
the managing body of our national 
affairs. There are a lot of strange 
doctrines abroad in the world today— 
fascism, socialism, communism and 
what not. You would be surprised 
how many persons in our class, with 
property interests, have been develop- 
ing interest in the possibilities of an 
American fascism. Running down 
Congress is the way to prepare .the 
soil for that sort of thing, or worse.” 


He paused and Davis Gidding en- 
tered the arena. Davis is also a manu- 
facturer. He makes footwear that 
eases the path of the nation, according 
to his publicity. 


“T think Hartwell has been infected 
by popular clamor, noisier than 
thoughtful,” he said. “There were 
times when Congress made an unholy 
show of itself, and had the country 
suffering from jitters, but, after all, 
it did a pretty good job, and we are 
beginning to feel the benefit. It 
talked about a lot of dangerous things, 
but did none of them. As for a manu- 
facturers’ lobby, of course we have 
one. Everybody has. I don’t see how 
that is to be avoided unless we go 
fascist, and let an American Mussolini 
tell us precisely what we can and 
can’t do. And most of the errors of 
Congress result from the pressure of 
organized special interests, some of 
them wholly selfish, some of them 
idealistic and reforming. Congress- 
men try to please the people and the 
people are themselves responsible if 
they confuse issues and get confusing 
results.” 

Sven 


‘6 HAT we need,” interjected 
Hillary Perkins, who teaches 

in a business college, “is a President 
with character, vision and enough 
knowledge of practical politics to 
manage Congress, and get things 
done. Now if we had Al. Smith—” 
“What’s the matter with Roose- 


velt ?”’ demanded Carter Black, who 
runs a department store. 

“Or Hoover?” shouted Vincent 
Small, proprietor of a bus line. 

“I’m still for Coolidge,” piped up 
Hartwell, who had been silent since 
the drubbing given him by Snelling 
and Gidding. 

“Write his name on your ballot,” 
came a chorus of voices. 

“T think I may,” he answered, and 
subsided. 

“Tsn’t anybody here for 
Thomas?” some one queried. 

“Thomas who?” a wit smart - 
cracked. 

Emory Watkins, president of a 
large accounting firm, like myself, had 
been silent while the boys talked. 
Now he removed a fat cigar from his 
mouth and spoke. 


there 


, 


“Tt seems to me, fellows,” he said, 
“that what is wrong with Congress is 
just what is wrong with all the rest 
of us—too much thinking of the im- 
mediate advantage, and not enough of 
long run progress. All of us, in that 
respect, are too human, and probably 
none of us would do any better if we 
went to Washington than the fellows 
we send there. As for our major 
political parties today, why you have 
to read the labels to tell them apart. 
Either one of them in office will do its 
best for the country. None of us 
need be seriously alarmed if the Re- 
publicans are turned out and the 
Democrats put in; nor will the nation 
be any the worse for it if the voters 
give the Republicans another lease on 
the Capitol and the White House. 
Come to think of it this country has 
had many fine presidents and few 
poor ones. We are accustomed to 
electing character and brains to the 
presidency, and we will not break the 
habit whichever of the two nominees 
with a chance is elected next Novem- 
ber. I am not saying how I am going 
to vote, but I won’t be worried if our 
side loses.” 

Oona 


HE train was pulling in. As I 

rose to join the smoking car exit 
parade I reflected that all over Amer- 
ica such discussions are going on to- 
day. The stockholders in U. S. A. 
Incorporated are talking it over and 
making up their minds. That is the 
way democracy functions. There may 
be better ways, but I don’t know 
them. They have carried America on 
a long road, with some bumps, but 
she takes nobody’s dust. 
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Editorial 


(Continued from Page 16) 


The effect of the transfer of funds 
from capital to surplus is to increase 
the amount available to absorb de- 
preciation in asset values, or any 
further which may be sus- 
tained through underwriting. It also 
serves to make possible the contin- 
uance of dividends to stockholders, 
since they must be paid out of surplus 
and cannot be paid if, on the basis of 
actual values, the capital of the com- 
pany would be impaired by such a 
step. There is no change in the actual 
assets of the corporation; they re- 
main the same as before the transfer. 
With many companies it is merely 
a reversal of the procedure of the 
boom period, when stock dividends 
were declared which resulted in a 
transfer of funds from surplus to 
capital. The capital of a stock com- 
pany is one of its liabilities. A com- 
pany is insolvent if the amount of its 
liabilities exceeds the amount of its 
assets. By reducing the capital of the 
company its liabilities are reduced 
and the margin of solvency, if any, 
increased. 


losses 


“o> 


N order that one may have an ex- 

act appreciation of the investment 
situation of both fire and casualty 
stock insurance companies the follow- 
ing figures taken from Best’s Insur- 
ance News may be of interest. Inthe 
July 20th issue of the fire and marine 
edition an analysis is made of the ad- 
mitted assets of over one hundred fire 
companies. It shows that of the total 
admitted assets 5.1% consist of cash 
in banks or offices; real estate was 
2.2% ; mortgage loans 2.7%; col- 
lateral loans .1%; bonds: govern- 
ment 7.3% ; state, county and mu- 
nicipal 7.3% ; railroads 10.5% ; pub- 
lic utilities 7.7%; miscellaneous 
4.4% ; total bonds 37.2% ; stocks: in- 
surance 10.8%: banks 4.5%; rail- 
road common 6.3% ; preferred 1.8% ; 
public utilities common 4.7%, pre- 
ferred 4.9% ; miscellaneous common 
8%, preferred 4.8%; total stocks 
45.7% ; agents’ balances 5.8% and 
miscellaneous 1.2%. 

In the July 11th issue of the cas- 
ualty edition of Best’s Insurance 
News a similar classification is made 
of the admitted assets of 99 stock cas- 
ualty companies. The percentages by 
classes follow: 


Real estate, 4.8%; mortgages 
3.8% ; collateral loans, .4% ; govern- 


ment bonds 8.4% ; state, municipal, 
etc. bonds 10.2%; railroad bonds 
15.2% ; utility bonds 11.9% ; miscel- 
laneous bonds 5.7%; total bonds 
(Continued on Page 30) 


JouRNAL oF AMERICAN INSURANCE 


Recent Capital Changes of Fire Companies 


For the eighteen-month period ending June 30 the following fire companies have 


made capital revisions: 


Company From 
Albany, New York........... $ 250,000 
American, Newark .......... 6,687,480 
MMIII cad Sc orga Se eveceuns «5-6 oes 20,000,000 
SE ea 1,630,000 
Eureka-Security F. & M....... 

POGGEE AONE ekscecccceees 

Fidelity-Phenix .............. 15,000,000 
Pict ASSOCMHON 5.626065 25508 5,600,000 
Firemen’s, Newark .......... 18,795,380 
First: Nat., Seattle. 2..0..6.5.% 1,000,000 
Globe & Rutgers... <i... ciscsc 7,000,000 
Great American .........se00: 16,300,000 
oo eee 2,172,500 
Home of New York.......... 24,000,000 
Towa NatiOtal <..cis.ececcees 500,000 
Merchasits Fite. c.o0260c0s0e< 4,000,000 
Natural Liberty «2... <ecesse. 10,000,000 
National UMtol 6.55. ceus. 5,500,000 
ER CPE obs cc Scinwamene 5,000,000 
Weer INES oo. ss tswsee cose 4,000,000 
Pedmont Fite .... 5206026005. 100,000 
Preferred Risk on. cc0c ccccce 250,000 
a | ee 2,000,000 
SIMMN = G5 eo held waectemaue 3,000,000 
SMD | cio as acco hos ws cotes's 300,000 
Seat CarOuna oes csceewt sc 250,000 
United States Fire........... 5,000,000 


$ 


Capital Changes 


oO 
1,000,000 
3,343,740 
5,000,000 

815,000 


3,750,000 
2,000,000 
9,397,690 
400,000 (1) 
2,000,000 
8,150,000 
1,086,250 
12,000,000 
200,000 
1,750,000 
4,000,000 
1,100,000 
2,000,000 
2,000,000 
200,000 
100,000 
1,000,000 
1,500,000 
210,000 
200,000 
2,000,000 


Contributed 
To Surplus 


2,000,000 
8,150,000 
1,086,250 
12,600,000 
300,000 
2,250,000 
6,000,000 
4,400,000 
3,000,000 
2,000,000 


1,000,000 
1,500,000 


$95,121,430 





Changes in 
Par Value 
$ Sto$ 2.50 
10to 2.50 
Sto 2.50 
10to 2.50 
10to 5 
10to 5 
100 to 10 
10to 5 
10to 2.50 
Sto 2 
100 to 20 
25to 10 
Sto 250 
100 to 10 
it 5 
10to 5 
10to 7 
10to 4 


(1) Difference paid into surplus of General of Seattle; surplus also reduced to $400,000. 


Casualty-Surety Carriers Revise Set-Ups 


The following casualty companies have made capital revisions during the eighteen- 
month period ending June 30, 1932, most of the revisions being made within the last 


six months: 


Capital Changes 
Company rom To 

American Fidelity ........... $ 150,000 $ 200,00 
American Indemnity ......... 600,000 1,000,000 
Bankers Indemnity .......... 1,600,000 1,000,000 
Century Indemnity ........... 1,200,000 750,000 
Citizens Casualty ........4..5. 400,000 354,688 
Commercta: Cas. 2.06. .0c ccc 2,500,000 1,000,000 
Consolidated Indem. ......... 1,200,000 700,000 
Constitution Indem. .......... 1,250,000 1,000,000 
Combimmatal Cag. occ iccec ccicevce 3,500,000 1,750,000 
Dixie-Atlas-Republic ........ 500,000 111,509 
LC Oe sre 750,000 375,000 
Fidelity & Casualty........... 5,000,000 2,200,000 
Fidelity & Deposit............ 6,000,000 2,400,000 
General Indemnity ..... ee 1,000,000 750,000 
General Mem ..... 06. ..30%. bse. 1,500,000 1,000,000 
Great American Ind.......... 1,500,000 1,250,000 
Guardian Casualty ........... 1,000,000 650,000 
Home Indemnity ............. 1,000,000 1,750,000 
Indemnity Casualty........... 100,000 150, 
Indem. of N. America........ 

Lexington Sur. & Ind......... 250,000 250,000 
Lioyds Casualty ............% 2,000,000 1,000,000 
London & Lan. Indem......... 

Manufacturers Cas. .......... 2,500,000 1,000,000 
Maryland Casualty ........... 5,000,000 1,000,000 
Metropolitan Cas. ........... 1,500,000 1,000,000 
New York Casualty.......... 1,500,000 1,000,000 
National Surety ...........+- 15,000,000 3,000,000 
Northwest Casualty ......... 200,000 250,000 
Penn General Cas............. 500,000 250.000 
Preferred Accident .......... 3,500,000 875.000 
Preferred Auto .............. 250,000 200,000 
St. Paul-Mercury Ind......... 800,000 900,000 
Standard Accident ........... 2,500,000 1,000,000 
Transportation Ind. .......... 1,000,000 1,000,000 
Union Indemnitv ............. 

Oe a ee 1.500.000 750.000 
United States F.& G.......... 10.000.000 2,000,000 
ee, ee 500.000 750,000 
Virginia Life & Cas........... 200,000 100,000 


Western & Sou. Ind.......... 


Contributed 
to Surplus 


$ 230,506 
600,000 
1,000,000 
110,352 
1,500,000 
500,000 
750,000 
1,750,000 
167,261 
375,000 
6,800,000 
3,600,000 
250,000 
500,000 
1,500,000 
350,000 
2,250,000 
987 
1,500,000 
150,000 
1,000,000 
250,000 
1,500,000 
4,000,000 
500,000 
500,000 
12,000,000 


250,000 
2,625,000 
50,000 
400,000 
1,500,000 
500.000 
3,208,714 
750.000 
8,000,000 
88,600 
100,000 
300,000 


$59,506,420 


Change in 
Par Value 

$100 to $ 8 
10to 5 
5to 1 
100 to 10 
25to 10 
50to 20 
100to 5 
10to 5 

10to 6.50 
10to 5 
10to 4 
10to 2 
10to 5 
50to 10 
10to 5 
20to 5 
50to 20 
10to 5 

25to 12.50 
10to 2 
10to 5 
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In Europe There Are Now in Existence Several Societies Providing Marriage and Birth Insurances. Can You Pick Out a Happy 
Beneficiary Above? 


Marriage and Birth Insurance 


History of This Form of Underwriting As It Has Been Developed in 
France Together With Several Interesting Groups of Statistics 


T is now more than forty years 

since, as a sequel to writings of 

certain economists, there devel- 
veloped in France the idea that it 
would be of social value to create, 
side by side with the existing combi- 
nations of contingencies covered by 
insurance upon lives, new arrange- 
ments which would afford the bene- 
fit of insurance at those critical mo- 
ments in the life of the family when 
the need for them arises. 

These insurances would, for exam- 
ple, guarantee a child in event of his 
or her eventual marriage a sum of 
money to assist in setting up the new 
household. Or, such insurance might 
guarantee to a young household a 
sum which would become due at the 
birth of each child in the home, so 
as to compensate in some degree the 
increase in expenses occasioned by 
the arrival of the child. 


It is to meet these requirements and 
others that may present themselves in 
the life of the family, that marriage 
and birth insurance is designed. 


The first French society of the kind 
here contemplated was founded by 
Frederic Nogues in 1900 under the 
name “La Famille Francaise,” but 


Excerpts From An Address Delivered Before the 
Casualty Actuarial Society 


By HENRI BALU 


Member of the French Institute of Actuaries, and 
Actuary for Europe of the Equitable Life Assurance 
Society of the United States 


this society had only an ephemeral 
existence. 

Other attempts were made subse- 
quently to launch enterprises of simi- 
lar nature, but failed before the com- 
panies were formed. 

After 1910, there were founded 
successively several societies for mar- 
riage insurance, as follows: 


Year 
Society Founded 
La Société Anonyme : “L’Epargne 
ih Ue 8, (1913) 
La Société Mutuelle: “L’Avenir 
Fauuual’ a Paris ......... (1910) 


La Société Mutuelle: “La Dota- 
tion Francaise” at Lyons. . (1919) 

La Société Anonyme: “La Dot” 
Breer reer re ee (1920) 


The premium systems of these vari- 
ous societies were established on more 
or less empirical, or at any rate on 
unpublished technical bases. In other 
countries, the movement for family 
insurance has been under way for 


many decades. Cornelius Walford in 
his article “Family Insurance” (Jn- 
surance Cyclopedia) described the 
early efforts in this direction in Eng- 
land since 1825. In the United States, 
the idea of family insurances has ap- 
peared sporadically, but in each in- 
stancesapproval to conduct such insur- 
ances has been denied. Over the next 
few decades much will be heard of 
family insurance projects based upon 
sound statistical and actuarial re- 
search. This applies particularly to 
sickness, accident and medical cost 
covers. Other historical information 
is given in the bibliography. 
Qo 


INCE the technical operation of 

a society practicing this kind of 
insurance is, in many points, analog- 
ous to that of life insurance compa- 
nies, and since, furthermore, it was 
desirable that the insured should 
benefit from the same guarantees as to 
solvency and the performance of con- 
tracts as are given to persons carrying 
life insurance, the French parliament 
thought it desirable to extend to so- 
cieties which undertake to provide 
marriage and birth insurances the pre- 
scriptions of the law of March 17, 
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1905, which subject the life insurance 

companies to government control. 

Hence the regulatory law of May 26, 

1921, affecting these marriage and 

birth insurance societies. 

Decree of June 22, 1921. By the 
decree of June 22, 1921, made in ac- 
cordance with the law of May 26, 
1921, the Ministry of Labor fixed the 
actuarial prescriptions for the opera- 
tion of these societies. These pre- 
scriptions by degree comprise more 
particularly the following: 

Article I. The basis for premiums as 
well as for the corresponding 
mathematical reserves shall be cal- 
culated as follows: 

1. Interest rate assumed: The in- 

terest rate to be 414 per cent. 

2. Mortality tables assumed: Table 
to be the R. I*. Table* ; however, 
in case the payment of the 
periodic premiums should be 
subject to the survival of a 
third person who is not a bene- 
ficiary to the amounts payable 
in the case of marriage or birth 
of a child, use should be made 
of the A. F. Table.* 

3. Marriage and birth tables: The 
marriage and birth rates shall 
be deducted from the results of 
actual experience and of the an- 
nual movement of the popula- 
tion dating from the year 1900. 

4. Expense provision: Manage- 
ment and acquisition costs: A 
charge of four per cent. of the 
gross premium for cost of oper- 
ation, and of six per cent. of the 
gross premium is allowed for 
cost of acquisition and of col- 
lection. 

Article II. The mathematical reserves 
must not be less than those for net 
premiums, equal to the gross pre- 
miums calculated as stated above, 
minus the charge estimated to cover 
the cost of acquisition and collec- 
tion. 


In fact Article II provides that the 
obligatory mathematical reserves — 
so-called inventory reserves — must 
amount to 4/90ths (4.444% ), in ex- 
cess of the mathematical reserves 
computed on the pure premiums. 


Marriage and Birth Tables 


T is evident that the operation of 
societies of this kind requires the 
use of marriage and birth tables, 
hence the Ministry of Labor in Ar- 
ticle I, Section 3 of the decree in- 


* The abbreviations R. F. and A. F. which are in 
constant use denote, respectively, the tables Rentiers 
Francais and Assurances Francaises, which are 
drawn from the combined experience of four French 
companies. Copies of these tables will be found in 
M. M. Dawson, Practical Lessons in Actuarial 
Science, 1905, Vol. II, pp. 208-223. 
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dicates under what conditions these 
tables should be prepared. 


Owing to the very recent origin of 
the existing societies it would not be 
possible to construct so-called ex- 
perience tables, that is, tables based 
on the statistics of the experience of 
the companies. It was, therefore, nec- 
essary to rest so far as possible upon 
statistical information available in the 
official statistics published annually 
regarding the movement of population 
in France, and upon the results of 
the quinquennial censuses of the 
population of France. 


A number of years ago a French 
actuary, Mr. Eugéne Gaillard,* pub- 
lished a thesis presented in candidacy 
for associate membership in the 
French Institute of Actuaries, dealing 
with nuptiality and natality. This was 
a very complete technical monograph 
entitled “L’Assurance au Mariage, et 
l’Assurance a la Natalité’” (‘‘Mar- 
riage and Birth Insurance”). The 
author had constructed, upon the 
basis of statistical data analogous to 
those indicated by the Ministry of 
Labor in its decree of June 22, 1921, 
a marriage table for each of the two 
sexes ; to this he appended commuta- 
tion tables by means of which various 
interesting problems in the field of 
marriage probabilities can be solved. 
He also gave actuarial formulae re- 
garding the principal kinds of mar- 
riage insurance. 


Unfortunately, the statistical work 
of Eugéne Gaillard could not be used 
according to the provisions of the 
law, for this actuary had based his 
work on the quinquennial censuses 
and the annual movement of the pop- 
ulation since 1891, whereas the de- 
cree prescribes that there shall be 
used as statistical data only those for 
the years from 1900 on. 


The Ministry of Labor was, there- 
fore, led to undertake for itself the 
preparation of marriage and birth 
tables, such as were called for in the 
provisions of the law, utilizing in the 
construction of these tables official 
statistics within the time limits fixed 
by the decree. The results have been 
published by the French Ministry of 
Labor? in a report designated as 
Recueil No. 10, in which will be 
found the technical rules for the con- 
struction of these tables and also all 
the actuarial data useful in establish- 
ing premiums and for the evaluation 
of reserves for the principal combina- 


* Gaillard’s works are in the collection of the 
Insurance Society of New York, the author’s gift 
transmitted by Mr. Balu. 

+Recueil de documents relatifs aux Assurances sur 
la vie par le Ministére du Travail. No. 10. Tables 
de Nuptialité et de Natalité. Paris. Imprimerie 
Nationale. 1922. In collection of Insurance Society 
of New York. 





tions of contingencies in marriage 
and birth insurance. 
soa 

HESE tables were prepared un- 

der the direction of Mr. Louis 
Weber, the Assistant Chief of the 
Supervisory Insurance Department 
of the Ministry of Labor, and Vice- 
President of the French Institute of 
Actuaries, who, incidentally, made a 
summary report on the work to the 
French Institute of Actuaries. This 
report has since appeared in the Bulle- 
tin of the Society (Bulletin No. 116, 
March, 1924). 

In 1926, Mr. Eugéne Gaillard, 
amplifying the first study made and 
published by him in 1913, and using 
this time the tables of the Ministry 
of Labor, published a complete bro- 
chure under the title “Control and 
Technique of Marriage and Birth 
Insurance,” in which he indicates the 
formulae of the principal combina- 
tions of contingencies that arise in 
connection with such insurances. Mr. 
Gaillard also gives a number of basic 
tables.* 

Subsequent to the promulgation of 
the law of May 26, 1921, the existing 
societies requested and obtained reg- 
istration according to its provisions. 

Two further societies were found- 
ed at this time, “La Maternelle 
Francaise,” in Dreux and “La Fa- 
mille,” in Paris. The last-mentioned 
society had only a very short life. 
Certain other societies relinquished 
their portfolios and discontinued their 
operations. 

Since then the Société Anonyme 
“L’Avenir Familial” has been found- 
ed in Paris. 


At the present time there remain in 
existence only three societies, and it 
is to be noted that each of them func- 
tions in connection with another so- 
ciety for insurance upon lives or for 
capitalization (likewise subject to 
government control). 

These three societies are as fol- 
lows: (1) La Société Anonyme 
“L’Epargne Dotale,” the name of 
which has just been changed to “La 
Dotale,” which functions in connec- 
tion with the capitalization society 
“L’Epargne Mutuelle”; (2) the So- 
ciété Anonyme “La  Maternelle 
Francaise” which has taken up the 
portfolio of the two Lyons societies : 
“La Dotation Francaise” and “La 
Dot.” In connection with this society 
“Maternelle Francaise” there func- 
tions a life insurance company, “La 
Maternelle-Vie”; (3) the Société 
Anonyme “L’Avenir Familial,” 
which has taken over the portfolio 


* Controle et Technique des Assurances Nuptialité- 
Natalité. Paris. Librairie des Assureurs. 1926. 
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France Has Taken the Lead in Developing Marriage and Birth Insurance. 


of the mutual “L’ Avenir 
Familial.” This society is at the pres- 
ent time still under the direction of 
the founder of the mutual society, 
Mr. Victor Pougez, who is also the 
founder of a society called “Avenir 
Familial Vie.” 


society 


Status as of December 31, 1930. 


On December 31, 1930, the sums in- 
sured by three companies were about 
95,000,000 francs and the 1930 new 
business amounted to about 20,000-- 
000 francs. 


The long and very technical form- 
ulae developed to arrive at safe bases 
of underwriting are too involved for 
the average reader to find interest- 
ing but several tables showing vari- 
ous ratios are printed below as in- 
dicating the trend of actuarial figures 
in relation to marriage and birth 
insurance. 


TABLE II 


PROBABILITY AT AGE + OF MARRYING 
WITHIN ONE YEAR 


Age Males Females 
IO QOAES Lo ahcle caniasiween 0.0179 
Ges eee tia eos : 0.0245 
WF iad Sa theresria nae ene 0.0340 
PO aorek cate csawsgyess 0.0027 0.0479 
Pe cai reseesaees 0.0067 0.0681 
an ce es cag ee 0.0163 0.0964 
FG  Vislyracnia. ose aR 0.0317 0.1323 
Be T= oueays erway anew 0.0527 0.1693 
Be ce ena enna reweee 0.0762 0.1945 
Bc vari ia tase tines eteee 0.1098 0.1989 
BE ipccwwawtnn tenes Seas 0.1521 0.1855 
BME clviey gic eeeaten «amare 0.1934 0.1644 
as SREP era 0.2156 0.1428 
Ber ccs eto wen ee eee 0.2128 0.1236 
Be rN Beles stoi eiahs! ea oie eee 0.1917 0.1076 
Be iavcsieescs a tinasan 0.1657 0.0942 
Bic TR Oe 0.1420 0.0829 
Bt a, iw ooo ees eaten 0.1223 0.0732 
Pe ARPT TT 0.1065 0.0647 
De oo ca ce vas aeunaen 0.0937 0.0571 


21 
0 ks i cok tas ee 0.0830 0.0504 
Bk othe kee 0.0740 0.0443 
pS nO CO 0.0661 0.0388 
Pe oi eect eneac cual 0.0593 0.0340 
BP Ps ssa goen acne 0.0524 0.0298 
RARE Rea 0.0465 0.0261 
"NS mamaaee bank geek ee 0.0411 0.0230 
ee ees 0.0361 0.0202 
gO aie oe ee 0.0317 0.0179 
eae 0.0278 0.0159 
Re ioe oc ea 0.0244 0.0143 
Rede ooh ot ols 0.0215 0.0129 
Oe ee a ei ge 0.0190 0.0118 
ee Sh ae 0.0168 0.0108 
Se eee ren, 0.0150 0.0101 
eg eae 0.0134 0.0093 


TABLE Ila 


Ratio AT AGE + OF NUMBER SINGLE TO 
NuMBER LIVING 


Age Males Females 
Be OME i. a cnc etnay babe 1 
. Se ee er eee ° 0.9821 
Be Gh Aruba a daibe eae “) 0.9580 
Fe isn 2 ora earpnwre es 1 0.9255 
BS ES Be stash bait aniangoee 0.9973 0.8812 
Bis acca eceaueaes 0.9907 0.8212 
DE a ohateusrcticaig eae alee nee 0.9745 0.7420 
es iy karst eb ek.eueaiee 0.9436 0.6439 
BES vie bok oo aielSeenueae 0.8939 0.5349 
in Sac eae ees 0.8258 0.4308 
BE Sires cheeevicw siesta 0.7352 0.3451 
BS NMonccuistanas acento 0.6233 0.2811 
Be BS case kane pe Sinus sae 0.5027 0.2349 
Ee ola pig avails an eee giaee 0.3943 0.2013 
Eu wala dios ug eee te 0.3104 0.1765 
a es ws ee oeewe 0.2509 0.1575 
Be Oe iesindele viva 0.2093 0.1426 
Me 0.1796 0.1308 
Fer ao) Ria eres erate ees 0.1577 0.1212 
i ar et Re Ce A 0.1409 0.1134 
BS Se isicibviersts\o va einer 0.1277 0.1069 
SE Sl cA nie sree asain 0.1171 0.1015 
Be an cisth wchieonneoeatle 0.1084 0.0970 
BHO. 5 sie sv wh ete cee a een 0.1012 0.0933 
ae ko enawieaine sean 0.0952 0.0901 
NO oo Sa alaiaceciox ceed 0.0902 0.0874 
BS 05s Gasae res easene 0.0861 0.0851 
sen esne Srercoied 0.0825 0.0832 
BG cricecosimateeneee 0.0795 0.0815 
Ge. iy cceuanecawnanieee 0.0770 0.0800 
OP. Sct Sek Soeneewentd 0.0749 0.0788 
Me 5d tees san anwar 0.0730 0.0776 
Rp, ) eae ear ena 0.0715 0.0766 
Ws =  cehivgnenroaeieede 0.0701 0.0757 
Ot inca avteceeeeosa 0.0689 0.0749 
ow. dic seeoeetbes 0.0679 0.0742 
Se om os vcncta, accpcaarasnonenscers whaid 0.0670 0.0735 

Dow 

West Virginia has ACCORDING 


to a tabulation 
just submitted 
to Governor William G. Connelly 
of West Virginia by Edgar C. Law- 
son, State Auditor and Insurance 
Commissioner, fire premiums dropped 


off to $7,565,255 in 1931. 


Higher Loss Ratio 








Plate Glass Insurance 
(Continued from Page 15) 


(4) Location of the Building. 


Actually the standard plate is defined 
without reference to territory, al- 
though it might easily be, as is the 
practice with steel prices based on 
Pittsburgh, cattle prices on East St. 
Louis, and the like. (The table below 
shows that Wyoming outside of 
Cheyenne may be taken as standard 
for territory, since glass in this area 
requires no correction on this score. ) 
After the other three cost factors have 
been applied to the risk, the influence 
of territory is introduced into pre- 
mium by a scheme of territory dis- 
counts. Costs both of glass itself and 
of replacement vary greatly between 
different parts of the country, de- 
pending principally on the distance 
from supply sources. In addition the 
intrinsic chance of breakage is not the 
same in every state or city or even in 
different sections of the same city. 
For example, territory discounts are 
low, that is to say premiums are high, 
in Louisiana and Mississippi princi- 
pally because of the many gravel 
roads in these states which intensify 
the automobile-stone hazard. In Los 
Angeles premiums are lower than in 
San Francisco, in Pittsburgh they are 
higher than in most of Philadelphia, 
and in some parts of Philadelphia 
they are lower than in others. In 
general the farther from city centers 
the less are the discounts or the higher 
the premiums. These discounts dis- 
tinguish between box car and flat car 
sizes; the larger plates are flat car 
sizes and sometimes the extra freight 
expense resulting is reflected in the 
discounts, as for Wyoming below. For 
example: 


Alabama 
Arizona 
California 
San Francisco 
Remainder of 
Pennsylvania 
Pittsburgh 


Philadelphia congested district........ 


Philadelphia remainder 
Remainder of 
Wyoming 
Cheyenne 
Remainder of 


A simple example will summarize 


Ey ere re ee et 


Ee See ee 


and illustrate 
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Be The New German-Style Buildings Use Large Amounts of Plate Glass. 


HE first item takes the straight 

table rate, since it is in a mercan- 
tile risk, is plain plate set to standard 
on the exterior of the building and at 
grade. Territory is allowed for last, 
since it affects uniformly all plates 
and the territory discount may be ap- 
plied to the entire risk in one opera- 








Box car sizes Flat car sizes 
Jo ' %o 
a taracron OT AE 
OE EE ene 
Seiden aad 2 ET ee 
inwbelete We Sane n cee scsiveveaaeceaee 
iveane ECE Ce 
ssid ais pra MMMM cio aa oh dies Oa pr cecdre 
re Mon. ik coned ious woe oe 
AO re ote MNS 515A. anin wr aec-tetaeiace cate 
a kretih eats EON ee 


for us the four determinants of 


plate glass insurance premiums. The risk is a retail store in Los Angeles: 


Item Description 


1. 2 store fronts, 60x60, plain plate.... 
2. 4 store returns, 60x40, clamped plate.............. ¢ 3.57 
3. 1 door, 46x46, plain plate........... 
4. 1 table top, 72x36, plain plate........ 
5. Lettering, 2 fronts, $100 valuation... 


NN I gs sir omwdenc asus 





Table Rate Total 

K Sraieee eerie se hone 1. Senne ees | 
binactime ies cn eaten 17.85 

Oy Sie wer yes SS eerie 
PE NAA BOE Soc. cecnitucicawecen ee 
sav aie ates perce MOND ba ob lpucmisign iw trae 
$68.85 

eT NA PPE See ar aes 55.08 





$13.77 




















tion. The second item is standard ex- 
cept for the clamped setting (Deter- 
minant 2), which takes a rate 1% 
times the table because of greater 
hazard. The door is standard plate 
throughout and requires no correc- 
tion. The table top is non-standard 
for position in the building (Determi- 
nant 3); it is rated at 3 times the 
table. Finally the lettering is not 
standard because of variations from 
plain plate under Determinant 2. The 
discount for Los Angeles territory is 
80 per cent. 


At the present time all rating in 
plate glass insurance (aside from the 
50-50 policy) in manual. A few years 
ago, partly in an attempt to dis- 
courage adverse selection, partly to 
fight the 50-50 policy, a system of 
experience rating was attempted. It 
would probably have collapsed of its 
own ineptitude had it not quickly been 
prohibited by the Insurance Commis- 
sioner of New York. It seems obvious 
that except for the very largest risks, 
individual risk experience in plate 
glass insurance develops in so small a 
volume as to make experience rating 
no more than an expert guess. The 
most promising way out of these twin 
difficulties probably lies, not in a merit 


(Cantinued on Page 31) 
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Compensation Rate Increase Opposed 


HE effort of the stock casualty 

companies to put through their 

program for an increase of the 
rates for Workmen’s Compensation 
Insurance is being strenuously op- 
posed by a number of the state Insur- 
ance Commissioners. At the present 
time there are four states, South Da- 
kota, Michigan, Iowa and Nebraska 
in which the insurance commissioners 
have announced their opposition, 
both to the amount of the proposed 
increase and to the method in which 
it is being applied. In a large num- 
ber of other states, the insurance 
commissioners have asked that the 
rate increase be suspended pending 
a complete investigation of the com- 
pensation experience of the casualty 
companies in the state in question. 


An emergency increase in com- 
pensation rates was asked for by rep- 
resentatives of the National Bureau 
of Casualty and Surety Underwriters 
at the Summer meeting of the Na- 
tional Convention of Insurance Co; 
missioners, held in Chicago on June 
23rd. They first appealed for the en- 
dorsement of the National Conven- 
tion of Insurance Commissioners for 
a flat countrywide increase of 25%, 
regardless of the experience of the 
individual states. This effort was 
vigorously contested by the mutual 
carriers who contended that the re- 
quest was an unreasonable one and 
that there was no justification for 
saddling an arbitrary flat increase of 
the amount suggested on any state. 
Mutual companies further contended 
that rate revisions should be made in 
an orderly way, based upon the ex- 
perience in the particular state and 
that, undoubtedly, on that basis, some 
rate increases, as well as decreases, 
would be found to be necessary. 


SCO 


HE Commissioners adopted a 

resolution recognizing that an 
emergency existed and that some in- 
creases in rates would be justified. 
It referred to the National Council 
on Compensation Insurance the prob- 
lem of determining the amount of 
the increase. 


Upon the consideration of the mat- 
ter by the National Council on Com- 
pensation Insurance the stock com- 
panies renewed their demand, some- 
what changed in form, for the large 
increase. Two different programs 
were proposed, the stock carriers ad- 
vocating one which would produce a 
countrywide increase of 24.1% for 
losses, while the non-stock carriers 
favored a program allowing only 





9.1% increase for losses. Both of 
the proposals were based upon the 
use of policy year 1930 experience, 
the projection of medical 2% years 
and the inclusion of an emergency 
loading of 2.5 but the stock carriers 
also proposed to add a flat 15% for 
each state. The non-stock carriers 
opposed the addition of this 15% for 
each state and the resulting tie vote 
was resolved by Honorable Clarence 
W. Hobbs, Special Representative 
of the National Convention in favor 
of the proposal of the stock com- 
panies, but amended by a reduction 
of the 15% flat addition by an 
amount equivalent to the 2.5 emer- 
gency loading, thus producing a flat 
loading of 10.7% or an average 
countrywide increase of 19.8%, in- 
stead of the 24.1 requested by the 
stock companies or the 9.1 sug- 
gested by the mutual carriers. 
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The stock companies, with the ap- 
proval of Mr. Hobbs, then amended 
the application of the flat addition of 
10.7% to a multiplier of 1.10, which 
produces an average countrywide in- 
crease of 19.9% for losses. 

QOS 

HE two groups of carriers also 

failed to agree on the expense 
loading and, under the revised Coun- 
cil Constitution, adopted separate 
loadings. The stock carriers adopted 
the following resolution with respect 
to their expense loading: 

“RESOLVED, that for stock companies 
the rates to be published in the manual 
and to be used in determining the first 
$1000 of premium on each risk be based 
upon the existing expense loading in all 
states except Minnesota and Georgia where 
a 214 point increase shall be made to re- 
store the acquisition allowance to the 
standard 171%2%, and 

“That the rates to be used in determining 
premium in excess of $1000 on each risk 
shall be 12'’%% less than those appearing 
in the manual, such reduction to reflect a 
gradation of acquisition and administration 

(Continued on Page 29) 


Virginia Commission Investigates Rates 


HE State Corporation Com- 

mission of Virginia has ordered 

an investigation into the reason- 
ableness of the rates for motor vehi- 
cle liability and property damage in- 
surance. The inquiry will begin on 
the 26th of September in the court- 
room of the commission at Richmond 
and will continue until completed. 
The companies are all required to 
report their automobile experience, 
the stock companies to the National 
Bureau of Casualty and Surety 
Underwriters, while the mutual com- 
panies will report to the National 
Association of Mutual Casualty Com- 
panies. 

The order of the Commission fol- 
lows in full text: 

In pursuance of, and in accord- 
ance with, the provisions of Chapter 
231, Acts of the General Assembly 
of 1932; 

IT IS ORDERED, by the State 
Corporation Commission of Virginia : 

I. That an investigation and in- 
quiry be, and hereby is, instituted as 
follows : 

1. Into the fairness, reasonableness, 
and adequacy of every and all rates, 
premium charges, schedules of rates, 
rating plans applicable or relating to 
motor vehicle liability insurance 
against loss or damage resulting from 
accident to, or injury suffered by, any 
person and for which the person in- 
sured is liable, and/or against loss by 
liability for damage to property re- 
sulting from the ownership, main- 


tenance, or use of any motor driven 
vehicle, which any insurance com- 
pany has, after June 20, 1932, filed, 
or shall file during the pendency of 
this investigation, with this Com- 
mission, for application in Virginia. 

2. Into the propriety and necessity 
of reducing any one or more or all 
such rates, premium charges, and/or 
schedules of rates, and/or of modify- 
ing any such rating plan or plans. 

3. Into whether or not such rates, 
premium charges, schedules of rates, 
and rating plans are unfair, unrea- 
sonable, or inadequate. 

4. Into whether or not such rates, 
prenfium charges, schedules of rates, 
and rating plans, or any of them, pro- 
duce or cause any unfair, unreason- 
able, or unjust discrimination be- 
tween individual risks, or classes of 
risks, of essentially the same degree 
of hazard. 

5. Into all other matters pertinent 
to what are fair, just, reasonable, ade- 
quate and non-discriminatory rates, 
premium charges, schedules of rates, 
and rating plans proposed to be 
charged by and/or used by said com- 
panies for any such insurance and to 
what are fair, just, and reasonable 
rates, premium charges, schedules of 
rates, and rating plans to be applied 
and enforced in making application 
of such rates. 

Il. That the 26th day of Septem- 
ber, 1932, at 10:00 A. M. in the 
court room of the State Corporation 
Commission, in the State Office Build- 

(Continued on Page 28) 
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When Actual Hazards Are Determined By Intelligent Application of Certain Standards the World of Insurance Will Be Better Of 


Mortgage Loans and Fire Losses 


Proposing a Project By Which Adequate and Scientific Inspection of 
Buildings May Be Made to Grade Them as to Value and Hazard 


HERE is abundant evidence 

the country over that, in the 

main, mortgage loans have not 
served the cause of fire prevention. 
When they do, $100,000,000 at least 
will be clipped off the present annual 
total of fire losses. That is the meas- 
ure of preventable losses chargeable 
now to mortgage lending—quite the 
largest of such losses. 

Nor have mortgage loans yet con- 
served the capital invested in the 
equities of buildings erected by use 
of the billions of dollars of those 
loans. Capital for new building will 
be shy until there is a new deal. 

There is today abundant evidence 
that capital of corporations and indi- 
viduals, to an aggregate sum of many 
billions invested in mortgages, mort- 
gage bonds or equities must be pro- 
tected in the future as they were not 
in the past against losses which con- 
tribute heavily to dismay and depres- 


By CLYDE A. MANN 


Director Certified Buildigg Registry 


sion. In preventing a repetition of 
such huge losses of capital fire in- 
surance companies, would, however, 
secure many direct huge benefits, 
among them these: 


1—Reduction of the preventable losses 
due to methods of mortgage lending— 
estimated at 20% of the total annual fire 
losses. 

2—Reduction of excessive claims by 
creating general practice of certified struc- 
tural rating, of old and new buildings. 

3—Encouragement of owners to im- 
prove old buildings by modernizing— 
which also would provide employment. 

4—-Stabilizing of building finance to 
stimulate building revival by restored 
confidence. 

5—Providing means to measure in 
money the value of fire preventive items 
and a compelling market advantage to 
owners and lenders to make use of desira- 
ble practices—even at added expense. 


6—Providing authoritative proofs to 
make adjustment of losses léss expensive 
and fraught with less uncertainty. 

7—Forestalling a great contributing 
cause to future depression and despair. 

8—Encouraging home ownership, not 
only for improvement of good citizenship, 
but to increase very desirable fire insur- 
ance business. 

9—Encouragement 
coverage and not less. 

10—Increase of total coverage by reduc- 
tion of abandoned properties. 

OS<y 


Long Needed Protection 

T is amazing that no measure of 

structural values of buildings, like 
those for ships, have been provided to 
give effect to known facts about plan- 
ning, materials and equipment de- 
signed to reduce fire hazards and in- 
crease economic success of buildings. 
Nevertheless, no means was used or 
available during the recent building 
boom to give force at loan sources 
systematically to the knowledge 


of owners to full 











gained by research in materials and 
equipment, to the studies of universi- 
ties and technical schools, to the data 
of splendid organizations, like the 
American Society for Testing Mate- 
rials and the Underwriters’ Labora- 
tories. 

Mortgage loans on buildings, old 
and new, in the main have been con- 
trolled by no system that sets owners 
to competing for recognition of 
grade and to improving their grade. 
Yet in the shipping world there is 
convincing proof that such system of 
rating structures on the basis of scien- 
tific and engineering fact produces 
far more effectual improvements 
than can be produced by laws and 
more laws. 

Facts submitted some months ago 
to a group of loan executives of 21 
major life insurance companies (in- 
cluding the largest) serve to show 
how excessive depreciation of build- 
ings impairs the security of first 
mortgages. The result of the reap- 
praisal of about 3,000 mortgages on 
dwellings, East and West of $10,- 
000,000 face value, illustrates condi- 
tions found throughout the United 
States. These mortgages were in 
amounts from $4,000 to $10,000. The 
report submitted was this: 

“Class as to actual condition of 
buildings, inside, and close examina- 
tion of construction: 

Good Fair Poor 
25% 48 % 27 % 

The 25% were well constructed ; 
the 48% had lost most of loan value 
and the 27% had more than lost loan 
value. 

“Structural merit, such as_ that 
shown by Certificate of Structural 
Rating now before you, would pro- 
vide safe, surviving structural value 
for loans even up to 75% of sound 
dollar value (the basis of loans ac- 
cepted by the builders of this house, 


but on exceptional specifications 
throughout ).” 

QO 
COMPELLING SYSTEM LACKING 


XCEPTIONAL buildings, usu- 

ally big skyscrapers, make use, 
more or less, of known facts about 
materials, equipment and true qual- 
ity. The engineers of fire underwrit- 
ers are in exceptional cases invited 
counselors. But acknowledged au- 
thorities agree that the fire loss of 
half billion dollars yearly is “not the 
result of a few large fires, but the 
aggregate of a vast number of com- 
paratively small fires.” 

The interest of underwriters 
“therefore is not centered exclu- 
sively,” to quote the president of the 
National Board, “by any means, on 
the large property owners but goes 
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out to the great army of small as- 
sureds, whose losses make up the vast 
aggregate of indemnities paid each 
year.” Therefore, such system as will 
become, by compelling force of the 
public need, focused by advertising, 
the twin of title guaranty, an essen- 
tial of real estate transactions, be- 
comes of paramount importance to 
all insurance interests during these 
days of reconstructions and _ hind 
sight. 

The system that shall give force at 
loan sources to modern knowledge of 
structures is the undertaking of Cer- 
tified Building Registry. Upon its 
governing board now sits a repre- 
sentative, L. G. Purmort of Van 
Wert, Ohio, for Federation of Mu- 
tual Fire Insurance Companies, to- 
gether with distinguished representa- 
tives of the American Institute of 
Architects, of the Engineering Socie- 
ties, (Rudolph P. Miller, a past presi- 
dent of National Fire Protection 
Association) of property managers 
of real estate boards, of the Associ- 
ated General Contractors of America, 
A. E. Horst, recently president of 
A. G. C., of the realtor-builders and 
of the National Association of Insur- 
ance Agents. The Governing Board 
is responsible for the staff and oper- 
ations but an Investment Committee 
of three men experienced in conserva- 
tive investments will invest capital 
funds not employed in operation and 
reserved to reimburse capital funds. 

This Governing Board by provid- 
ing codes for the rating of various 
types of buildings, as already has been 
done for dwellings, will thus make 
effectual the best information made 
available by research organizations— 
fire underwriters, the Bureau of 
Standards and the technical colleges 
all over the country. Thus by ratings 
can be given financial effect to known 
facts in certificates of rating that are 
authoritative, competent and needed. 
Thus may be secured recognition at 
loan sources, not only of fire safety, 
but also good planning and good 
craftsmanship. 

The “1932 Code for Rating Dwell- 
ings” includes this comment: 

“AUTHORITATIVE DATA THE Basis: 
The purpose has been to provide 
codes for rating buildings in a form 
largely based upon accepted and codi- 
fied data of engineers and underwrit- 
ers and supplemented where neces- 
sary by new data and composite data 
in new form where necessary. There 
has been no need to do all over many 
things which already have been done 
well by others and which have been 
accepted as standard for the uses 
which now will be required of them 
in rating buildings. 
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“New Use or Accepted Data: In 
the Rating of Buildings new infor- 
mation was not needed so much as the 
effective use of old information. In- 
difference of builders to the need for 
good footings, good chimneys, full 
bedding of masonry, firestops, ade- 
quate nailing of frame walls, etc., 
durability of many materials and 
their consequent cheapness when 
rated on costs of ten years, adequate 
use of cement in concrete walls, has 
been due to the indifference to qual- 
ity of those from whom as mortgage 
lenders loans were to be had to finance 
the construction. The indifference 
was shown in refusal to loan more on 
premium buildings than mediocre or 
poor ones and the reason for this has 
been lack of means to measure the 
merit of construction as a_ whole. 
Mr. Walter Stabler, Comptroller of 
the Metropolitan Life Insurance 
Company, when he loaned yearly for 
building purposes some $75,000,000, 
started the change of loan basis by a 
speech to the National Association of 
Real Estate Boards in which he ad- 
vocated a system of bureati inspec- 
tions, classification and certifying as 
to merit of construction, saying that 
life insurance funds and_ others 
should be loaned with reference to 
the quality of construction. The 
classifications of dwellings by grades 
A, B, C and D, which he advocated, 
called for some method by which to 
separate on a_ scientific basis the 
houses which are of A grade from 
those which are B. This Code for 
Rating furnished the first and a logi- 
cal basis for classifications. The use 
of Rating Credits as to each of the 
important factors resulted in means 
to arrive at an Index of composite 
merit in percentage.” 


Certificates of Structural Rating 
provide aid to sound appraisers and to 
honest, competent architects and en- 
gineers. So long as widely varying 
grades of buildings are almost dis- 
regarded in most financings but the 
exceptional ones, the appraiser is at 
sea, the good architect is almost help- 
less to insist upon and secure specifi- 
cations he knows are most economical 
in the long run, the engineer is equally 
helpless and the City building com- 
missioner is limited to the minimums 
of fire safety and structural safety 
which ordinances may require. The 
economic success of the building is 
beyond the authority of any building 
department. 


Qa 


SHALL Losses Be CoNDONED? 

HERE have been those in high 

places in fire insurance ranks 
who have asserted that fire compa- 
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nies are not concerned in the eco- 
nomic success of buildings, and 
should “mind their own business.” 
But the present disclosures shatter 
that argument of letting a stupid 
mortgage loan system alone. The fire 
companies should know by now that 
their best interests parallel those of 
owners and investors. 

And, certainly the present condi- 
tions should be warning that the obso- 
lete mortgage loan systems, which 
do not mesh in with the machines 
set up at great expense by insurance 
interests and which in the main dis- 
regard quality of structure for uses 
for which built, is a mortgage loan 
system which costs fire, casualty and 
surety companies, hundreds of mil- 
lions of dollars yearly. 

Among the preventable causes of 
fires should be now included, the 
greatest: Mortgage lending. The 
remedy is to help provide the rating 
system for buildings, as was done a 
century ago for ships, and to help in 
every possible way the program of 
making it essential in real estate trans- 
actions to show proof of quality of 
structure as well as of title. 

It is curious that no steps have been 
taken to provide certificates of Struc- 
tural Rating on buildings, large and 
small, old and new, long ago. When 
families save for years to pay for 
homesites they have learned and their 
advisers insist that clear title be 
proved. Large lenders require title 
guaranty. But when those families 
or speculative builders erect homes 
on those homesites, which may cost 
ten times what the homesites cost, 
they have been unable to put among 
their title papers, and proof of what 
planning, materials, and workman- 
ship went into those homes when 
completed. 


It has been an absurd oversight. 


re 7 


Root Cause or Vast Losses 
OREOVER, when speculative 
builders have built apartments, 

apartment hotels or hotels, they have 
been at no pains to establish the grade 
of structures, though that grade 
vitally affects the success or failure 
of the projects. 

Greed, and stupid greed at that, 
controlled. There was no attempt to 
show investors in the real estate bonds 
secured on those speculative buildings 
whether the appraisal of value in re- 
lation to grade of structural was rea- 
sonable or absurd. Usually those ap- 
praisals have been absurdly exces- 
sive. Yet fire underwriters as well as 
investors were, disclosures go to 
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show, deeply concerned as to grade 
of structures. They need to know. 

When lenders and investors do 
know the rating, when preference be- 
gins to operate to benefit good stand- 
ards, good planning, good materials 
and good workmanship, then owners 
even speculative builders—will be 
smart enough to try for the highest 
ratings. For over a century graft has 
not been able to secure a high rating 
by Lloyds Register of Shipping, 
which classifies 60% of the world’s 
shipping and the same standard of 
integrity may be confidently expected 
of an organization governed as Cer- 
tified Building Registry is. Graft be- 
comes possible when politics and in- 
adequate pay combine to weaken the 
personnel employed on inspections. 

Already “C. B. R.” is an organiza- 
tion available, to be extended na- 
tionally. Its work is begun through- 
out Indiana and Northern Illinois, 
various cities in California, Texas, 
New York, Ohio and Pennsylvania, 
by which investors may learn on im- 
partial and competent authority how 
fire safe and how excellent are build- 
ings in which they invest money. 

Throughout the country the fore- 
closures have disclosed how impor- 
tant this information is to the home 
buyer and to the investor in mort- 
gages and mortgage bonds. Their 
losses due to the lack of this infor- 
mation have been staggering losses— 
stated in billions. Hundreds of thou- 
sands of homes bought have proved 
too expensive in upkeep costs to be 
protected against foreclosures. Some- 
thing like a million investors in mort- 
gage bonds have had losses aggre- 
gating nearly ten billion dollars. The 
root cause of most of those losses was 
the disregard possible by speculative 
builders of all the counsels of archi- 
tects and engineers, of the National 
Fire Protection Association and 
other organizations, and of research 
workers. Appraisals were possible 
that were absurdly at variance with 
the structural facts. Even life insur- 
ance companies made loans on build- 
ings which needed and now urgently 
need improvement. 
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LOAN PREFERENCES NEEDED 
WELLINGS of. substandard 
grades on which life insurance 
loans were made exist by the thou- 
sands and it is becoming evident that 
structural excellence is of far greater 
importance than many loan officers 
realized; the 50% or 60% loans 
without good buildings are proving 
less desirable than more liberal loans 
with certainty of good construction. 
In one case a $100,000 loan was 
found to require $25,000 expenditure 





to put building in condition for sale 
for $100,000. In another case an 
apartment on a sidehill, was so lack- 
ing in engineering skill that the dirt 
slip is crushing the rear walls and 
collapsing the structure. So it goes 
in hundreds of cases. 

Those losses, that great mass of 
disregard at loan sources of problems 
of quality of structures, have struck 
back at the companies, mutual and 
stock, selling fire insurance. Dis- 
tressed owners have permitted poli- 
cies to lapse. Loss claims have been 
excessive, arson has been rampant. 

The sale of fire insurance has been 
slowed up and reduced in volume. 
The coverage has been cut by the 
lenders, owners, receivers and bond- 
holders committees —as result of a 
depression which was precipitated by 
a loss of public confidence. Casualty 
companies have been hard hit. 

The excessive and dishonest claims 
have been increased by the absence of 
ratings duly registered by a “Lloyds 
register of buildings,” as proofs of 
grade. 

BuiLpers IGNorED HAzaArps 
© general has been the slump in 
building standards that many 
companies have hardly realized how 
radically the conditions can be 
changed by enlisting mortgage lend- 
ers. 

Fire stops seldom are provided by 
speculative builders because mort- 
gage lenders are indifferent to them 
and they cost a few dollars. In “C. B. 
R.” ratings of the fire safety of 
dwellings, fire stops are assigned 
credits several times those of item 
costs for fire stops. 

Poor chimneys are accepted by 
speculative builders and their custom- 
ers; seldom are smoke tests applied 
prior to sale and occupancy. 


As result, defective chimneys are 
not only great fire hazards in dwell- 
ings, but are so leaky that the “fuel 
tax’’ (for wasted fuel) is large 
enough to pay for new chimneys 
every year or two. 

The root cause (assigned by fire 
departments to others) of most winter 
fires in dwellings is excessive heat 
losses, which makes necessary driv- 
ing heating plants beyond capacity 
and consequent “overheated furnace,” 
“overheated flues” and “defective 
chimneys.” Fuel cost rating of 
C. B. R. in dwellings takes due cog- 
nizance of rates of heat loss. 


Whatever may be the outcome of 
proposals to advance insurance rates, 
the preventable losses can be reduced 
enormously when owners of new and 
old buildings are made to see the im- 
portance of certificates of Structural 











Rating. Insurance commissioners 
have given a place on the coming 
convention at Dallas, to the subject 
of Structural Assurance. Life in- 
surance companies, the most progres- 
sive of mortgage lenders, also have 
given recognition to the need of 
Structural Assurance and that sub- 
ject, and this program will be dis- 
cussed at the convention in Toronto 
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ice rendered to the owner, it has re- 
duced the hazards and supplied the 
owner with authoritative and impar- 
tial evidence of the grade of the 
building, now improved by higher 
safety rating. Already a large part 
of the state of Indiana is covered by 
sales agencies for the certificates and 
arrangements are being made for ex- 
pansion as rapidly as may be needed. 





Even When a Build- 
ing Is in Process of 
Construction It Is 
Not Always Easy to 
Uncover Defects 
Unless One Skilled 
in Observing Detail 
Is on the Job 
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of the American Life Convention. 
But fire insurance interests need to 
urge it. 

CERTIFIED BurILpING REGISTRY 
CERTIFICATES: according to the plan 
now proposed are to be made readily 
available through various agencies to 
the ultimate advantage of the latter. 
This since when an owner has put in 
sprinklers, fire doors and _ other 
means to reduce fire hazards, he has 
benefitted his Structural Rating and 
will be glad then to secure proof of 
that betterment by applying to the 
same agency which recommended the 
improvements for certificate of Struc- 
tural Rating. The cost is enough to 
cover adequate and competent serv- 
ice of reputable engineers now being 
appointed.as “C. B. R. Building Sur- 
veyors” and the commissions run 
larger (though smaller in percentage ) 
than for fire insurance. Therefore, 
the agency’s success in protecting its 
companies from hazards provides a 
new form of large revenue to more 
than offset the reduction in fire pre- 
mium commissions. Moreover, that 
agency thereby has doubled the serv- 












Proors oF LOssEs 

O the companies, also, the pros- 

pect of substantial proof of struc- 
tural grade becomes important in 
cases of fire losses. The certificates of 
an organization whose purpose is “the 
improvement of building standards in 
the United States” and whose Gov- 
erning Board is one of competence 
and integrity, well may be accepted as 
evidence of what degree of excellence 
lay back of the plaster and what grade 
of materials and workmanship had 
been employed. No political pressure 
need stand against proof of loss such 
as that. Owners will not be able to 
sell poor buildings to fire insurance 
companies as good ones. 


The National operations of Cer- 
tified Building Registry should be 
financed by life and fire insurance 
companies, reputable contractors in- 
terests, and banks, but not by build- 
ing material or equipment interests— 
to insure impartiality. As insurance 
departments representing the public 
have a voice in use of company capital 
to finance a self sustaining service 
organization, the interest of the Na- 
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tional Convention of Insurance Com- 
missioners in puting the subject of 
Structural Assurance on its program 
for the Dallas meeting was considered 
important. 

In a memorial to the Executive 
Committee of the Insurance Com- 
missioners when it met in Chicago, 
June 22-23, Certified Building Reg- 
istry submitted a statement as. fol- 
lows: 

“The program is to make the sale of 
certificates of rating, or of maintenance 
of buildings, or of heating efficiency sur- 
veys, or of termite-fungus surveys, or of 
sanitary surveys profitable to insurance 
agents and to enlist their more energetic 
efforts thereby in fire prevention. As mat- 
ters now stand, when agents succeed in 
converting an owner to the expense of 
changes which reduce fire hazards in a 
building, their reward is a penalty—the 
reduction of income because of the reduc- 
tion of rates and premiums. 

“The sale of certificates of structural 
assurance to owners who improve their 
buildings will become a source of substan- 
tial revenues to agencies which sell them. 
The market for such certificates is about 
as great as the market for fire insurance, 
though it will take time to gain as univer- 
sal acceptance as fire insurance now has. 
But you who are concerned in the welfare 
of insurance companies will see that a re- 
duction of fire hazards and fire losses by 
influencing loan sources to require better 
standards in buildings financed can become 
a powerful source for doing the thing 
which fire insurance executives recognize 
as imperatively needed, and that is reduc- 
tion of losses and fire waste. 

“The fire waste, however, is but a small 
part of the waste involved, though it may 
be reduced $100,000,000 or more per year. 
The record of the last ten years serves to 
show that the bad appraising methods, 
which cheerfully disregarded in the main, 
structural quality, have cost the American 
public (and the mortgage lenders), not 
merely millions, but billions. The wastes 
involved in poor building, for which poor 
financing methods are directly responsible, 
run into billions. It will be no small thing 
that the National Convention of Insur- 
ance Commissioners can do if structural 
excellence be encouraged both for future 
and present structures. 

“The greatest field for revival of build- 
ing activity, of reemployment of building 
trades, of revived demand for materials 
which will reopen factories in the lumber, 
brick and other industries lies now in mod- 
ernizing of existing buildings which may 
need it. And there are thousands which 
do need it whose owners will be encour- 
aged to undertake the expense—if the 
value of their investment shall be recog- 
nized by the mortgage lenders by means 
of certificates which indicate grade. The 
Class B building may be altered to deserve 
a Class AA or A rating—the unprofitable 
building may be altered to attract tenants, 
increase occupancy and revenues, and 
altered to reduce operating expenses. 

“Those billions of dollars represented by 
mortgage loans of life insurance compa- 
nies may be stabilized, improved, by setting 
to work the ferment of official recogni- 
tion for certificates of quality. The mod- 
ernizing is too seldom done when with- 
out recognition of the result, the improve- 
ment of rating of a building. But it can 
be done, it is done, I could tell of build- 


(Continued on Page 31) 








Genesis of a Giant 
(Continued on Page 14) 


The Amicable was organized on a 
simple plan. There were to be 2,000 
members, each of whom should pay a 
little over £6. The amount to be paid 
a subscriber on his death was deter- 
mined by dividing the sum available 
for annual division hy the number of 
deaths. There was no medical exami- 
nation and no variation of rates by 
age. This method of operation was 
financially safe, at least, and despite 
many reverses the Amicable continued 
in business until 1866, when it was 
merged into the Norwich Union Life. 


Those who remember, with tears 
in their eyes, the long bull market be- 
tween 1921 and 1929, with such side 
developments as the Florida boom 
and international loan flotations, prob- 
ably believe they have witnessed a 
spectacle unique in the world’s finan- 
cial history. Yet England, between 
1708 and 1720, put on a financial 
jamboree that showed far more 
imagination, and had in comparison 
much less foundation. It culminated 
in the South Seas Bubble, when the 
shares of a company which up to the 
time of its collapse had done no busi- 
ness except the bribing of Govern- 
ment officials, skyrocketed from £100 
to £1,000. When it broke the Secre- 
tary of State “died of terror at the 
investigation” that followed, the 
Chancellor of the Exchequer was 
sent to the Tower, and the whole gov- 
ernment was reformed in the up- 
heaval. In the midst of the specula- 
tive period insurance companies of all 
kinds were formed. Most of them 
were designed only for speculation 
and to line the pockets of their pro- 
moters. In the werds of one authority 
“Most of the projects were systems 
of wholesale robbery.” 

With the bursting of the South Sea 
bubble every one of the life assurance 
companies founded before 1720, with 
the exception of the Amicable, also 
disappeared into thin air. The statute 
passed for the suppression of bubble 
companies in 1720 was broad enough 
to kill off all groups without a Royal 
Charter, which eliminated those few 
which might have otherwise survived 
the storm. 

The Amicable was not left with a 
monopoly for long, however, as the 
London Assurance Corporation and 
the Royal Exchange Assurance Cor- 
poration, chartered for marine and 
fire insurance, obtained power to 
write life assurance in 1721. The 
latter two companies transacted very 
little life business in their early years, 
most of it on term plan. The 
Amicable remained almost the only 
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legitimate life insurance company un- 
til the founding of the “Society for 
the Equitable Assurance of Lives and 
Survivorships” in 1756. Its birth 
marks the close of one epoch and the 
beginning of another. Life insurance 
was at last placed on an actuarial 
basis. 


owe 


Virginia Inquiry 


(Continued from Page 23) 


ing, in the City of Richmond, Vir- 
ginia, is hereby fixed and designated 
as the time and place at which said 
investigation and inquiry shall be 
made; and that, with such adjourn- 
ments from time to time as may be 
necessary, said investigation be con- 
tinued until completed. 


III. That every and all insurance 
companies governed by the provisions 
of Chapter 231, Acts of 1932, be, and 
hereby are, required to appear before 
the State Corporation Commission of 
Virginia at the time and place men- 
tioned in Section II hereof, and show 
cause, if they can, why every and all 
rates, premium charges, schedules of 
rates and rating plans for motor ve- 
hicle liability insurance against loss 
or damage resulting from accident to, 
or injury suffered by, any person and 
for which the person insured is liable 
and/or against loss by liability for 
damage to property resulting from 
the ownership, maintenance, or use 
of any motor driven vehicle, which 
were being charged and/or used by 
all or any of them on March 22, 1932, 
and/or which have, after June 20, 
1932, been filed with the State Cor- 
poration Commission of Virginia for 
application in Virginia, should not be 
substantially reduced., 


IV. That all insurance companies 
operating in the State of Virginia and 
coming under the provisions of Chap- 
ter 231, Acts of the General Assem- 
bly of 1932, be, and they hereby are, 
required to report their experience in 
the State of Virginia for Automobile 
Public Liability and/or Property 
Damage Insurance, for the benefit, 
and subject to the direction, of the 
State Corporation Commission, the 
stock companies to report either di- 
rectly or indirectly to the National 
Bureau of Casualty & Surety Under- 
writers, 1 Park Avenue, New York 
City, the non-stock companies to re- 
port either directly or indirectly to 
the National Association of Mutual 
Casualty Companies, 60 East 42nd 
Street, New York City, which bu- 
reaus are hereby authorized and re- 
quested, as several agents of the State 





Corporation Commission to issue the 
call for such experience and to as- 
semble the data and to transmit same 
to the Commission in such form, sub- 
stance and manner as may be directed 
or permitted, and as and when re- 
quired, by the Commission, either by 
formal order or by informal action 
of the Commission or through the In- 
surance Department of the Bureau of 
Insurance and Banking. 


V. That the below named insur- 
ance companies are each and all made 
parties defendant in this proceedings 
and are hereby notified of said in- 
vestigation specifically in Section I 
hereof, and required to answer the 
rule made in Section II hereof, to- 
wit: 


(A list of all companies entered in 
Virginia is given at this point.) 


VI. Said insurance companies 
named in Section V hereof and all 
towns, counties, and cities in Vir- 
ginia, and all corporations, associa- 
tions, organizations, firms, individ- 
uals, and other parties in interest are 
hereby notified that, in the investiga- 
tion and other proceedings herein pro- 
vided for, the State Corporation Com- 
mission will proceed to hear and de- 
termine all questions with reference 
to what are fair, just, reasonable, 
adequate, and_ non-discriminatory 
rates, premium charges, schedules of 
rates, and/or rating plans and classi- 
fications and to approve or order es- 
tablished fair, just, and reasonable, 
adequate and _ non - discriminatory 
rates, premium charges, schedules of 
rates, and rating plans and classifica- 
tions applicable, in Virginia, to motor 
vehicle liability insurance against loss 
or damage resulting from accident to, 
or injury suffered by, any person and 
for which the person insured is lia- 
ble, and/or against loss by liability for 
damage to property resulting from 
the ownership, maintenance, or use 
of any motor driven vehicle ; and that 
at said hearing on the 26th day of 
September, 1932, and/or adjourr- 
ments thereof, any party in interesv 
may appear and introduce any testi- 
mony, evidence, or argument pertinent 
to and proper for a determination of 
said matters, or any of them. 


VII. That the substance hereof be 
published, as a notice to the public, 
in a newspaper of general circulation 
published in the City of Richmond 
for at least once a week, for four 
consecutive weeks, beginning at least 
thirty days prior to the date set for 
the hearing, and that all parties 


hereto be served with process herein 
according to law. 

















Increase Opposed 


(Continued from Page 23) 


expense loading, commencing at the point 
of $1000 in premiums.” 

The mutual carriers adopted the 
following resolution on the same 
subject : 

“WHEREAS, the Representative of the 
National Convention of Insurance Com- 
missioners on the National Council on 
Compensation Insurance, the Honorable 
Clarence W. Hobbs, has cast the deciding 
vote by virtue of his office as Chairman 
of the Rates Committee, in favor of a 
resolution proposed by the stock carriers 
providing a nationwide average increase 
in workmen’s compensation rates of 19.8% 
taking effect on all policies in force, and 

“WHEREAS, the necessity for a corre- 
sponding increase in the amount necessary 
for expenses does not exist 


“BE IT RESOLVED, that with such 
increase of premiums for losses, together 
with the increase in rates taking effect in 
1931, that a standard flat expense loading 
of 34% be adopted, making the total aver- 
age increase in workmen’s compensation 
premiums nationwide approximately 9.1%.” 

It is to be observed that under the 
stock program American industry 
will immediately be required to pay 
approximately 20% more for com- 
pensation insurance superimposed 
upon an increase of a like amount 
granted last year, and that such addi- 
tional increase is to be placed upon 
all outstanding as well as new and 
renewal business. 

N the expense program of the 

stock carriers above referred to 
the brunt of the increase is to be 
borne by 93% or more of the busi- 
ness, a concession being proposed in 
favor of certain large risks which 
represent, at the most, 7% of the 
business. The so-called saving, how- 
ever, to the large risks is proposed 
only after as much or more than the 
amount of saving is taken from the 
risk by way of the increases in rates. 

In connection with the so-called 
emergency on which the plea for in- 
creased rates is being made, the non- 
stock carriers have, from the first, 
maintained that the consideration of 
the emergency should be of three- 
fold character—l. The considera- 
tion of rates; 2. The consideration 
of costs; and 3. The consideration 
of collection of rates. That any pro- 
gram calling for an increase in rates 
should include a concerted drive— 
(a) to reduce medical costs and 
(b) to insure collection of rates 
now in effect: 1. Through Bureau 
audits of payrolls; 
vision of manual to remedy mis- 
classification; 3. Through the estab- 
lishment of effective administrative 
machinery in non-rate regulated 
states. The non-stock carriers have 
continuously insisted that the emer- 


2. Through re- 
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gency should not be the excuse for 
obtaining a redundant rate level, 
which will partially subsidize rate cut- 
ting and other discriminatory prac- 
tices. 

SOS 

N connection with the rates, the 

non-stock carriers have _ stead- 
fastly maintained that the continu- 
ance of the emergency program of 
1931 moved forward one year will 
result in adequate rates ior 1932, 
producing, as it does, approximately 
a 9% countrywide average increase 
over present rates as contrasted with 
the stock company program involy- 
ing a 20% countrywide average in- 
crease. In connection with the latter, 
the following points are to be borne 
in mind: 

(a) The stock company program 
for 1932 provides for a 20% country- 
wide increase, superimposed upon a 
20% increase obtained in 1931, pro- 
ducing a combined total increase of 
44% ; 

(b) The increase in rates in- 
dicated by latest available experi- 
ence either on 1930 policy year or 
1931 calendar year is less than 2%, 
leaving the remainder of approxi- 
mately 19% in the realm of assump- 
tion as to increase in cost in the pres- 
ent and future. 

(c) The reported underwriting 
losses of the stock companies in 1931 
and prior years, upon which their 
plea is in part based, would largely 
disappear had existing rates been in 
effect in 1931 and prior years. 

QOS 

HE mutual carriers have consis- 

tently maintained that one class 
of risks should not be more favor- 
ably treated than another class merely 
because larger interests were repre- 
sented in one than in the other. Sev- 
eral years ago the non-stock carriers 
vigorously opposed the attempt of 
the stock carriers to place upon all 
small risks (with an earned premium 
of $300 or less) a cover charge of 
$10.00, officially termed an expense 
constant or policy fee, and they now 
oppose the scheme of placing an un- 
warrantedly heavy burden on all risks 
with its especially unfair discrimina- 
tory treatment of a certain class of 
compensation insurance buyers. 

It becomes increasingly evident 
that the business men and manufac- 
turers are feeling the same way 
about it, for they have united in 
protest to the Insurance Commis- 
sioners of their states against a sec- 
ond increase within two years, point- 
ing out that industry is in no condi- 
tion at the present time to carry such 
burdens and that it should be im- 
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posed only if clearly and unmistak- 
ably supported by experience. 

At the same time the Insurance 
Brokers’ Associations of the country 
have also objected to the new pro- 
gram, basing their attack upon the 
reduced commission on the large 
risks rather than on the inability 
of industry to carry the increase. 
The brokers contend that there is 
no saving in their costs on the large 
risks and that it is economically im- 
possible for them to give proper serv- 
ice at the lower commission. All of 
the New York brokers’ associations 
and both the Chicago and the Illinois 


brokers’ associations have passed 

vigorous resolutions against the 

graduated scale of commission: 
sO 


HE strong feeling among the in- 

surance commissioners who have 
thus far expressed themselves against 
the increase may be judged by the fol- 
lowing rulings. Commissioner C, R. 
Horswill of South Dakota states the 
position of his department as fol- 
lows: 

“WHEREAS the National Council on 
Compensation Insurance has proposed cer- 
tain increases in Workmen’s Compensa- 
tion rates to be effective August 1, 1932, 


and 

“WHEREAS the information at this 
time available to this department raises con- 
siderable question as to whether or not 
your company’s experience in this state 
justifies such increase, 

“NOW THEREFORE IT IS OR- 
DERED that such proposed increase in Com- 
pensation Insurance rates is hereby disap- 
proved for use in the state of South Da- 
kota, and all insurers of this class of busi- 
ness are hereby ordered to continue to 
operate in this state on their former rates, 
pending further order of the Commissioner 
of Insurance.” 

Commissioner Horswill then pro- 
ceeds to set August 30th as the date 
for a public hearing on the question, 
and orders all companies to file with 
the department verified statements of 
their experience on Workmen’s Com- 
pensation Insurance in South Dakota. 

OO 


HE Michigan Insurance Depart- 

ment denies approval of the rate 
in a short letter addressed to the 
National Council on Compensation 
Insurance, part of which reads: 

“This will acknowledge receipt of your 
letter of July 22nd, 1932, proposing rates 
for filing effective "August 10th, together 
with explanatory pamphlet. 

“This proposed filing is discriminatory 
in its nature, unacceptable to the state of 
Michigan, and is hereby disapproved. There 
is no justice in a differential filing for 
stock and mutual organizations as the ele- 
ment of dividend takes care of any sav- 
ing effected by mutual companies. : 

“This proposed filing apparently dis- 
criminates between the large purchase of 
Compensation Insurance and Compensation 
Coverage and the small insurer, saddling 

(Continued on Page 31) 
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Editorial 


(Continued from Page 18) 


51.4% ; insurance stocks 1.9% ; bank 
stocks 2.7% ; railroad common stocks 
2.9%; railroad preferred stocks 


1.2% ; utility common stocks 2%; 
utility preferred stocks 3.5% ; mis- 
cellaneous common stocks 3.9% ; mis- 
cellaneous preferred stocks 3.2%; 
total stocks 21.4% ; cash 5.1% ; } mg 
miums under ninety days due 11.2%; 
miscellaneous items 1.9%. 


Si ag a 


E make no criticism of the in- 

vestment policy followed by the 
executive heads of the stock com- 
panies. At the time that common 
stocks were purchased it was the 
opinion of many authorities that they 
were the type of investment which 
would yield the highest possible re- 
turn and it was believed that they 
were sufficiently safe for insurance 
company funds. We would merely 
point out that the main difference be- 
tween the investments of the mutual 
and the stock companies has been that 
the stock companies seemingly em- 
phasized yield first and considered the 
possibility of speculative profit, while 
with the mutual companies security 
of investment was paramount and 
yield and speculative profit, although 
considered, were decidedly secondary. 
As a result a like classification of the 
assets of representative mutual fire 
and casualty companies would show 
a much higher percentage of assets 
in bonds, and more detailed analysis 
of their bond holdings would reveal 
that they consist largely of govern- 
ment issues secured ultimately by the 
taxing power of a public body. The 
percentage of stocks, common and 
preferred owned by the mutual com- 
panies is, of course, far below that 
of the stock companies. 


Another factor that should be con- 
sidered in explaining the much better 
record of the mutual companies dur- 
ing the past three years and particu- 
larly during the past six months is 
their superior underwriting experi- 
ence. A compilation prepared by the 
Weekly Underwriter which tabulated 
the premiums and losses sustained by 
American fire insurance companies 
during 1931 shows that the Ameri- 
can stock fire insurance companies 
had a loss ratio of 56.9% while the 
mutual fire insurance companies had 
a loss ratio of only 35.9%. Automo- 
bile liability insurance figures pre- 
pared by the New York Journal of 
Commerce revealed that the stock 
casualty companies had a loss ratio 
of 58.4% while the mutual com- 
panies had a loss ratio of only 47.5%. 
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According to figures published in the 
Argus Chart the mutual insurance 
companies showed a decidedly lower 
loss ratio on every type of casualty 
business except live stock. In work- 
men’s compensation, for example, the 
Argus chart shows a loss ratio of 
83.3% for the stock companies and 
77% for the mutual companies. In 
burglary insurance the loss ratio was 
46.1% for the stock companies and 
36.9% for the mutual companies. 
ooo 


OT only are the losses of the 

mutual companies consistently 
lower than those of the stock com- 
panies but their expenses have al- 
ways been far below those of the 
competing carriers. As a result the 
mutual companies can and do make 
an underwriting profit in depression 
years and it is unnecessary for them 
to sacrifice their investment holdings 
in order to secure the funds neces- 
sary to meet their losses. At the same 
time consistent underwriting profits 
made it unnecessary to depend on a 
heavy investment return to pay divi- 
dends and resulted in a conservative 
investment policy. Thus, judged by 
any standard, the mutual companies 
have survived better than the stocks 
and now at what we hope is the bot- 
tom of the current depression, are in 
better shape to go forward with a re- 
newal of business activity. 





1932 Stock COMPANY RETIREMENTS 
Up to June 30 
omg Land Value Insurance Co. 
San Francisco, Calif. 
Los Angeles Surety Co., Inc. 
Los Angeles, Calif. 
Union Automobile & 
Los Angeles, Calif. 
Connecticut Plate Glass Ins. Co. 
Torrington, Conn. 
Nevada Fire Insurance Co. 
Reno, Nev. 
Fidelity Title & Mortgage Guaranty Co. 
Ridgewood, N. J. 
New Jersey Fidelity & Plate Glass Ins. Co. 
Newark, N. J. 
Aero Indemnity Co. 
New York, N. Y. 
Aero Insurance Co. 
New York, N. Y. 
American Constitution Fire Assurance Co. 
New York, N. Y. 
Majestic Fire Ins. Co. 
New York, N. Y. 
Commerce Casualty Co. 
Glens Falls, N. Y. 
Mortgage Guarantee & Title Co. of N. Y. 
New York, N. 
New York State Fire Ins. Co. 
Albany, N. Y. 
Southern Surety Co. of N. Y. 
New York, N. Y. 
Transportation ey Co. of N. Y. 
New York, N. 
United States ( ual Co. 
New York, N. 
United States 
Co. 
New York, N. Y. 
George W ashington Fire Ins. Co. 
Greensboro, N. 


Casualty Co. 


isiecie & Shippers Ins. 





Greensboro Fire Ins. Co. 
Greensboro, N. C. 

Pilot Fire Ins, Co. 
Greensboro, N. C. 

Southern Life & Accident Ins. Co. 
Greensboro, N. C. 

Underwriters Fire Ins. Co. 
Rocky Mount, N. C. 

Eureka Casualty Co. 
Philadelphia, Pa. 

Birmingham Fire Ins. Co. of Phila. 
Pittsburgh, Pa. 

Constitution Indemnity Co. of Phila. 
Philadelphia, Pa. 

Guaranty Fire Insurance Co. of Providence 
Providence, R. I. 

Industrial Insurance Co. 
Dallas, Tex. 

American Founders Fire Ins. Co.. 
Milwaukee, Wisc. 
1932 MutuaL CoMPpANY RETIREMENTS 

Up to June 30 

Farmers Cumberland Mutual County Fire 

Ins. Co., Toledo, Ill. 

Illini Township Mutual Fire Ins. Co., 

Macon Co., Warrensburg, III. 

Interstate Mutual Automobile Ins. Co. 
Chicago, IIl. 

Mt. Carroll Mutual County Fire Ins. Co. 
Mt. Carroll, Iil. 

Mutual Professional Ins. Co. 
Chicago, Ill 

Winchester Mutual County Fire Ins. Co. 
Winchester, II. 

General Mutual Insurance Assn. 
Des Moines, Ia. 

Austin Mutual Casualty Co. 
Minneapolis, Minn. 

Mutual Protective Insurance Co. 
Kansas City, Mo. 

Farmers’ Mutual Tornado, Fire & Live 

Stock_Ins. Co., Plattsmouth, Nebr. 

Richardson County Farmers’ Mutual Ins. 

Co., Falls City, Nebr. 

Farmers Union Mutual Fire of N. D. 

North Dakota 

Rural Valley Mutual Fire Ins. Co. 
Rural Valley, Penn. 

Penn. Motor Federation Mutual Ins. Co. 
Philadelphia, Pa. 

Bankers Mutual Fire Ins. Co. 
Ft. Worth, Tex. 

Dixie Mutual Fire Ins. Co. 
Ft. Worth, Tex. 

Peoples Mutual Automobile Ins. Co. 
Juneau, Wisc. 

Marathon Mutual Town Ins. Ce. 
Wausau, Wisc. 


Advertising Exhibit 


(Continued from Page 8) 
Secrion 2—Federation of Mutual Fire In- 
surance Companies—National As- 
sociation of Mutual Casualty 
Companies—National Association 
of Automotive Mutual Insurance 

Companies 

Class A—Newspaper, Magazine 
Trade Journal Advertising 
Class B-—-Company Publications 
1. House organs. 2. Producers’ 





and 


bulletins. 3. Policyholders’ bul- 
letins. 
Class C—Novelty and Remembrance 
Advertising 


Class D—Direct Mail Advertising 
1. Automobile insurance. 2. 
Compensation insurance. 3. 
insurance and allied lines. 5. 
Letters. 6. Institutional printed 
material. 
Class E—Loss Prevention Educational 
Material (including company 


awards and trophies for loss pre- 
ventation activities. 
tails of award plan). 
1. Casualty. 2. Fire. 
Class F—General Exhibits 


Furnish de- 











Increase Opposed 
(Continued from Page 29) 
higher costs on the latter with practically 
no increase to the large risks. 

“This proposed filing is rejected and 
may not become effective in Michigan, 
the current rates continuing in force.” 

Commissioner E. W. Clark of 
Iowa also addresses a letter to the 
National Council on Compensation 
Insurance in which he calls the at- 
tention of the Council to the Iowa 
law against unlawful compensation 
and threatens to revoke the licenses 
of the companies unless the increase 
of rates on policies outstanding at 
the present time is revoked. 

In the state of Illinois Commis- 
sioner Harry W. Hanson states his 
position as follows: 

_“No_ data has been submitted by your 
Council to justify such increase and as it 
appears it would result in discrimination 
to citizens of Illinois, I am requesting 
that this proposed increase be held in 
abeyance until I have had an opportunity 
to make a careful investigation of the 
matter.” 

QO 

T is reported that the Industrial 

Commission of Colorado has in- 
formed the National Council that it 
would not approve (a) separate sets 
of rates for stock and non-stock car- 
riers; (b) contingency factor of 
4.3% ; (c) emergency wage factor 
of 10%; (d) proposal of stock car- 
riers that a reduction of 12'4% apply 
to all premiums above first $1,000; 
(e) application of any new rates to 
outstanding business. The Commis- 
sion has indicated, on the other hand, 
that it would approve a filing provid- 
ing for some increase in rate level 
based upon experience indications, 
such rates to be applicable to new and 
renewal business only. 


The Compensation Board of New 
York State, at a meeting held August 
23rd, adopted a proposal for a rate 
increase of 9.2%. It rejected a pro- 
posal for a graduation of rates as 
well as one making any increase ap- 
plicable to outstanding business. It 
is believed that the stock carriers will 
appeal to the Department on the 
question of rate level and the gradu- 
ation of rates and possibly on the ap- 
plication of any increase which is ap- 
proved by the Department to out- 
standing business. 


The Wisconsin Compensation In- 
surance Board disapproved the vari- 
ous proposals for that state in a 
lengthy statement released August 
24th. In its statement of disap- 
proval, the Board said: 

“We propose to approve rates based on 
Wisconsin conditions and not on those of 
states less fortunate, which lack our in- 
dustrial advantages and our bulwark of 
minimum wage laws. 
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“It is the firm conviction of the mem- 
bers of this Board that any proposed in- 
crease in workmen’s compensation insur- 
ance rates in Wisconsin should be based 
upon a showing by the companies as a 
condition precedent to the approval of 
such increase, that a sincere and deter- 
mined effort has been made to insure col- 
lection of rates now in effect through: 1. 
Application of test audit plan; 2. Revision 
of the manual to remedy misclassification. 
It is apparent that the compensation insur- 
ance carriers of this state are not obtain- 
ing the full revenue which present rates 
should produce. So long as discriminatory 
practices continue, with the resulting loss 
In premiums, no rate increase should be 
approved.” 

Hearings on the rate filings are to 
be held August 30, South Dakota; 
August 31, Michigan; September 1, 
Minnesota ; September 7, N. Carolina. 

Protests from employers continue 
to pour in from the various states. 
Those of the District of Columbia 
are the latest to set forth vigorously 
their objections to the increases im- 
posed by the stock carriers in the 
District where the Superintendent of 
Insurance has no power over rates. 


The stock press generally and the 
stock carriers have been extremely 
critical of the mutual and other non- 
stock carriers who have, from the 
first, energetically opposed excessive 
increases in compensation rates. 
Seemingly it has been the opinion of 
the insurance press which serves 
stock interests that it becomes lese 
majeste for anyone to oppose a rate 
promulgation of the stock carriers ; 
this, no doubt, on the assumption that 
in rate making the stock companies 
have reached such a degree of perfec- 
tion that any opposing view must of 
necessity be founded on a desire to 
do harm. The action of the states 
which have thus far considered the 
filings is real evidence of the sound- 
ness of the position of the non-stock 
carriers. The various rate regulated 
states in reality act as the court of 
last resort in connection with com- 
pensation insurance rating matters. 

OOo 


HE full force of the increase 

was immediately felt by the non- 
rate regulated states such as Connect- 
icut, District of Columbia, Idaho, 
Illinois, Indiana, Louisiana, Montana, 
Nebraska and Rhode Island, where 
changes go into effect automatically 
because of the fact that the super- 
visory authorities have no statutory 
control over rates. Nevertheless, 
such states as Nebraska, lowa and 
Illinois have raised objections; and 
the states of Michigan and South 
Dakota are able to invoke their anti- 
discrimination laws with good effect 
where the situation seems to war- 
rant it. 
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The scheme of graduated rates 
which the stocks are so vigorously 
trying to put over in the various 
states brings to the forefront of the 
discussion the question of acquisi- 
tion costs and it is not unlikely that 
it may result in a reduction of com- 
pensation commissions all along the 
line so that all risks may benefit by 
reduced costs. If this is done, there 
is a real possibility of similar action 
being taken in connection with other 
lines of insurance and the producers 
may find themselves faced with cuts 
in automobile, surety, fire and other 
lines where commissions run up as 
high as 35%. The policyholder re- 
action to commissions generally as a 
result of the compensation rate con- 
troversy will be an interesting de- 
velopment. In the long run the agent 
is bound to lose. 


James S. Kemper 


Recovers from Operation 


AMES S. KEMPER is recuper- 

ating at his summer home in 
Northern Wisconsin, after having, 
within the last month, gone through 
a third major operation made nec- 
essary by a recurrent abscessed con- 
dition resulting from an injury re- 
ceived more than a year ago. The 
operation is reported as having been 
most successful and it is hoped and 
expected that the infection which has 
been so troublesome has been per- 
manently removed. Mr. Kemper is 
keeping in close touch with his busi- 
ness affairs and expects to return, 
fully recovered, in time for the an- 
nual meetings of the National Asso- 
ciation of Mutual Insurance Com- 
panies, of which he is President, and 
the Federation of Mutual Fire In- 
surance Companies, of which he is 
Past President, ,which will be held 
in Columbus, Ohio, Sept. 26 to 29th. 


Loans and Losses 


(Continued from Page 27) 
ings which were so modernized that occu- 
pancy was increased from 50% to over 
95%, and operating costs reduced, so the 
cents on the dollar—quite a contrast to 
bondholders in that case will recover 100 
the usual practice under receivership”. 


Plate Glass Insurance 


(Continued from Page 22) 


rating plan but rather in a reduced 
rate inducement something like that 
which is at present attempted with 
hotels and office buildings. 
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INSURANCE COMPANY 


MARINE INSURANCE 


OCEAN—INLAND—YACHT 














Transportation Insurance On A Mutual Basis 


This Company is the largest in the United States writing exclusively Ocean Marine, 
Yacht, Inland Marine and Transportation Insurance on a Mutual Cash Participating 
plan. The profits revert to the assured. Policies are non-assessable; no policyholder 


being liable to the Company except for the payment of the premium. Its policy offers 
safe and economical protection. 


Latest Dividend 15% 


LOSSES PAID IN EXCESS OF $185,000,000 
DIVIDENDS OF PROFIT TO POLICYHOLDERS OVER $115,000,000 


Inquiries Invited Direct or Through Agents or Brokers 


Atlantic Mutual 


Insurance Company 
(Chartered 1842) 
HOME OFFICE: ATLANTIC BLDG., 49-51 WALL ST., NEW YORK 
CHICAGO OFFICE: 175 WEST JACKSON BLVD., CHICAGO, ILL. 


BRANCH OFFICES: 


BOSTON CLEVELAND 


PHILADELPHIA 














SELECTION 


T’S a universal process. We all select 
people and things both in our personal 
and business activities. 


risks both as to moral and physical 
hazards. 


It is quite natural for a mutual corpora- 











The selective process as applied to 
mutual insurance merely means the ex- 
ercise of judgment in securing normal 


tion to use judgment in the matter of se- 
lecting risks since a mutual policyholder 
is definitely more than a customer. 


REFLECTIONS OF SELECTION AT STEVENS POINT 
Dividends to policyholders in 1931...... $946,530.66 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 
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Federal 
policyholders 
Know the 
satisiaction of 


safe, economical fire insurance 





@ They have been completely informed on 
Federal protection. They know of the Fed- 
eral’s financial stability. They have experi- 
enced its service. They appreciate the saving 
of 30 to 40 per cent that has always been re- 
turned at the expiration of each policy. Many 
know from actual experience the prompt and 
equitable manner in which the Federal Mutuals 
pay their losses. Those who have never had 
losses learn from the experience of others 
about the companies’ excellent loss-paying rec- 
ord. The Federal operates for the direct benefit 
of policyholders, who are kept informed of its 
progress—a progress that has been outstand- 
ing in the insurance world. Federal policy- 
holders know that their property is only asso- 
ciated with other selected property. This is 
one reason why the Federal Mutuals return 
substantial savings year after year. Careful 
selection of property insured means fewer 
losses, which results in greater profits for 
policyholders in the form of cash savings. 








Federal Hardware & 
Implement Mutuals 





Ever since organization, policy- 
holders in the Federal Mutuals Retail HarpwarReE Mutvat Fire Insurance Co. 


have saved substantial amounts 
on the cost of their fire insur- 
ance. Up to December 31, HarDWARE DeEALers Mutua. Fire INsuRANCE Co. 
1931, the total was $40,616,- Stevens Point, WISCONSIN 

846.54 in direct cash savings. 


MINNEAPOLIS, MINNESOTA 


MINNESOTA IMPLEMENT MuTuAt Fire INsurANCE Co. 
OwaToNnna, MINNESOTA 

















Reinsurance Solilogiy 


With Apologies to William Shakespeare 


O cede, or not to cede; that is the question; 
Whether ’tis better in the end to suffer 
The casualties and claims of hazard and catastrophe 
Or take precaution ’gainst their sea of troubles 
And by reinsuring ease them? To cede: to brood 
No more: and by the cession—say—reduce 
The risk and all the thousand natural shocks 
That follow on it, ’tis a consummation 
Devoutly to be wish’d. To cede, be safe; 
Be safe: perchance feel too secure—aye, there’s the rub, 
For in that snug security what ills may come 
When we have told the tale.of cost and profit with feeling envious. 
There’s the grudging of the premium lost with much profit for the 
assumption, 
For who could stand the inward pricks through time 
Of Re-insurer’s endless gain, the ceder’s contumely? 
The pangs of moneys spent, the hazard low, 
The triumph of the other (with the spurns of self) 
Which courageous carrying of the risk entire 
Had made complete for you. 
Just a mere risk? Why not take the burden whole 
And fret yourself throughout until expiry? 
But the dread of calamity that might be great 
With unknown loss that perchance would swallow all 
Unless ’t were wisely covered, puzzles the will, 
And makes us doubly quick to share the premium 
And suffer diminution of our gain, 
Thus does hazard make cowards of us all 
And thus the attribute of wise precaution 
Magnifies the ogre of frightful accident 
Until the normal ratios of insurance enter prise, 
No longer seeming normal, turn all our currents awry 
And so disturb the brain. Soft you now! 
Excess wisely and so find peace of mind. 


From the “Bulletin” published by Joseph Froggatt & Co., Inc. 


Our years of experience covering both facultative and treaty reinsurance on 
Fire and Casualty lines are at your service. Why not inquire? 


EXCESS UNDERWRITERS, INC. 


75 FULTON STREET 


NEW-YORK 


J. P. GIBSON, JR. W. K. FLETCHER 
Manager Ass’t Manager 








